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CREDIT DEVICES AND THE QUANTITY THEORY. 


In the course of the last two decades writers on money have 
been obliged to allow increasing importance to the evolution of 
the check and credit deposit system. Contemporaneously with 
improvements in modes of transportation and with high devel- 
opment in all sorts of commercial methods, a complete revolution 
has been effected in the character of the means of exchanging 
goods. This revolution has been so thorough and has at the 
same time possessed so many picturesque features that it has not 
failed to command its due share of attention. Nor has it been 
without proportionate effect upon the theory of prices. It has 
strongly called attention to some of the ordinarily neglected 
factors in the making of prices and has necessitated a restate- 
ment of the older quantity theory of money. 

In the course of the recently renewed discussion upon the 
price question, adherents of the quantity theory have in general 
followed two main lines of argument. They contend either, (1) 
that as bank transactions are-‘not money and cancel one another, 
they have no effect upon the real influence of money in regulat- 
ing prices ;* or (2) that bank deposits may possibly be counted 


*As an example of this we may quote from President F. A. Walker as follows : 
“Tt would not in the least matter for the purpose of deciding the question, what deter- 
mines the value of money, if the cancellation of indebtedness in the wholesale trade 
were complete . . . . if every claim made by every bank every afternoon at the clear- 
ing house were offset by an equal and incontestable demand. The statistics of bank- 
ing and clearing-house transactions would be irrelevant and impertinent to the issue. 
. .. « In the field of wages and of retail trade money gets that room to operate which 
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as money but that they are of much less consequence than is 
commonly supposed and are used to a decreasing extent.’ 

It is the present intention to examine the two arguments just 
outlined and to consider especially the estimates and calculations 
upon which the second contention rests. 

In attempting to get at some provisional conclusions regard- 
ing the relative importance of credit deposits and cash in actual 
business, at the present time, or the part played by each today, 
as compared with some former date, we are obliged to rely upon 
two principal sorts of evidence, (1) the amount of exchanging to 
be done and (2) the machinery at hand for doing it. On the 
accuracy of estimates upon the first head, based on statistics of 
wealth, etc., no reliance whatever can be placed. On the other 
hand, more exact information regarding our means of exchange 
is obtainable. In general they may of course be said to consist 
of two sorts, credit devices and money. And, if it could be 
ascertained to how great an amount goods are annually exchanged 
by means of credit devices and how great is the actual total of 
goods exchanged, we could safely draw inferences regarding the 
amount of work performed by money. Unfortunately, it is impos- 
sible to obtain even an approximate estimate of the total amount 
of exchanges annually performed, and it is consequently quite 
beyond our ability to find out the proportion of exchanges per- 
formed by money. If, however, any evidence can be adduced 
to show that at a given date there was more exchanging to be 
done than at some date preceding, while on the other hand a less 
amount of credit instruments was used, it will be no more than 
a fair conclusion that, at the later date, a greater proportion of 
the exchanges was performed through the agency of actual 
money. Efforts to minimize the importance of credit instru- 
ments have consequently followed pretty closely this latter 
method of argument while, in a few instances, purely @ priort 


enables it to determine prices just.as truly as if banks and clearing houses did not 
exist.”— Quarterly Journal of Economics, October 1893, p. 73: 

* This point of view may be found in an extreme form in a paper on.“ Money and 
Credit Paper in the Modern Market,” by WILLARD FIsHER.—/ournal of Political 
Economy, September 1895, pp. 391-413. 
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attempts to estimate the amount of work performed by money as 
compared with that done by checks, drafts, etc., have been made. 
These may be briefly referred to later on; at this point it is desired 
to concentrate attention upon sources of information upon credit 
devices, and to insist upon the necessity for care in the use of 
the statistics relating to the credit side of the question before 
us, in view of the undue stress we are forced to lay upon them, 
owing to the absence of knowledge concerning the extent to 
which money is used and the inexactness of information bearing 
upon the total of our annual exchanges of goods. 

In general we may group our evidence on the use of credit 
deposits in two main categories: (2) the clearing-house returns, 
(4) the analyses of their receipts made by the banks at the request 
of the comptroller of the currency. This last classification may 
be subdivided into (1) general experiments upon aggregate 
receipts, of which we have had three in the United States, and 
(2) particular receipts of the banks from special industrial classes. 
Of this sort we have had but one. 

Clearing-house statistics, as ordinarily discussed, are treated 
from one of three principal points of view. They are used either 
(a) asa gauge of the volume of the country’s business, or (4) as 
a rough estimate of the amount of credit exchanges annually per- 
formed, or (¢) as an index of the percentage of cash which is 
required to carry out a certain volume of business transactions. 
Any one of these various uses may, with proper reservations, be 
legitimately made of the clearing-house figures and although the 
results obtained will necessarily be approximate only, they will 
not be untrustworthy. Clearing-house returns are records of 
business operations actually performed and any use, consonant 
with this character, which may be made of them will be admitted. 
But there is a mode of reasoning which regards statistics of 
clearing-house operations as indicative of the extent to which 
credit devices are used and so as analogous to statistics of the 
amount of money in use. Certain writers have reduced clear- 
ings to per capita terms and have endeavored to compare the 
figures in this form with the per capita statistics of our monetary 
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circulation, for the purpose of showing changes in the relative use 
of cash and credit. But such a comparison is inadmissible, as 
will appear from a consideration of the dissimilar natures of the 
two things which are compared. Money is simply a mechanism for 
effecting exchanges, whereas clearings are records of exchanges 
performed. The disparate nature of the two things is clear. 
It would be quite as reasonable to compare a plough with the 
harvested wheat crop or a locomotive with the number of miles 
traveled as to try to draw analogies between money and clearings.* 


*It would be a much nearer approach to fairness, in discussing the relative extent 
to which cash and credit are used, to compare money in circulation with credit deposits. 
The figures for deposits are necessarily incomplete. Even so, however, deposits 
show a much more rapid growth than either money or population. 




















Fe ag a ~~ eee Money > See Population 
(Millions) (Millions) (Millions) (Mitiens) 

1864 ee Oe ea ee be 

1865 —- 2 ~eeeee” “2 ©  -dauaan 

1866 i Se. ane eee 

1867 ee. ' Sigege, JM cedars 

1868 ee ~~ 2, “teoeee | PX “Spee 

1869 St eres oe Meer 

1870 A aE, lll a 

1871 EE a er) ee eee 
1872 ae ae 738.3 40.6 
1873 640.0 110.8 751.8 41.7 
1874 683.8 137.6 776.0 42. 
1875 679.4 165.9 754.1 43-9 
1876 666.2 157.9 727.6 45.1 
1877 630.4 226.7 722.3 46.4 
1878 668.4 142.8 729.1 47-6 
1879 736.9 167.0 818.6 48.9 
1880 887.9 208.8 973-4 50.2 
1881 1083.1 261.4 1114.2 51.3 
1882 1134.9 281.8 1174.3 §2.5 
1883 1063.6 335-0 1230.3 53-7 
1884 993.0 325.4 1243.9 54.9 
1885 1116.7 344.3 1292.6 56.2 
1886 1189.5 342.9 1252.7 57-4 
1887 1274.7 446.6 1317.5 58.7 
1888 1406.5 410.0 1372.2 60.0 
1889 1522.0 507.1 1380.4 61.3 
1890 1594.2 553.1 1429.2 62.6 
1891 1608.6 556.6 1497.4 64.0 
1892 1779.3 648.5 1601.3 65.4 
1893 1465.4 706.9 1596.7 66.8 
1894 1742.1 658.1 1660.8 68.3 
1895 1715.2 712.4 1602.0 69.9 
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This distinction, although apparently simple, is fundamental. 
If it be distinctly understood that clearings represent merely 
accomplished business transactions, there will be no danger of our 
considering changes in the volume of clearings equivalent to 
changes in the proportion in which credit devices are used rela- 
tively to money, any more than we should take a decrease in 
railway freight hauled during a given year, as compared with 
former years, to indicate relative changes in modes of transpor- 
tation. It would not be inferred, for instance, from a decrease 
in the amount of railway freight that more goods were shipped 
by water. That might be so, or it might not. Water traffic 
might remain the same in absolute amount, or it might decrease 
coincidently with railway traffic. But if the same causes which 
were operating to decrease railway traffic were also tending to 
decrease the volume of water freight, it would be more reason- 
able to infer a decrease in the volume of traffic by water from an 
observed decrease in the volume of railway freight than to sup- 
pose that what was lost by the one means of transportation was 
gained by the other. So, in the case of clearings, it will be 
impossible to infer from a falling off in aggregate clearing-house 
operations that business is being more and more performed by 
money unless it can be shown that, coincident with this falling 
off, there has likewise been observed from independent data a 
corresponding increase in the use of money; or unless it can be 
shown that transactions have remained the same, or have increased, 
inamount. Unless one of these two things can be clearly proved, 
inferences based simply upon variations in clearing-house returns 
will be invalid. And if it can be shown that a decrease in clear- 
ing-house returns has been the reflection of a similar falling off 
in aggregate business operations, it will be but fair to suppose, 
in default of other evidence, that the latter has been the cause of 
the former rather than that an alteration in habits of exchange 
has suddenly come about. 

But it may be maintained that, granting all this, there 
are yet many circumstances which would lead us to expect that 
on the supposition of a constant or increasing use of credit 
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instruments, clearings, which are the record of business trans- 
actions, would have increased much more rapidly than can, 
under the most favorable suppositions, be shown to have been 
the case. In support of this, the most obvious argument 
to be urged is plainly the increase in wealth and the supposed 
consequent increase in transactions which, it is said, are not bal- 
anced by a corresponding increase in clearings. But, admitting 
that an increase in exchanging has taken place, there are still 
many reasons why the volume of clearing-house transactions 
should not increase in proportion. Among these, should especially 
be mentioned the fact that the present prices of many staples are 
much lower than those of a few years ago so that a less quantity 
of money or credit is required to exchange a given amount of 
goods. Also the mechanism of exchange is less complicated 
than formerly and fewer operations are required in transferring 
values from producer to consumer. Without, however, stopping 
to estimate the relative degrees of importance which should be 
allowed to these several elements in the problem of comparing 
clearings for different dates, we may, for the present, take up the 
clearing-house reports as we find them. 

The returns may broadly be divided into two classes: (a) 
clearings for reserve cities, and (6) clearings for cities other 
than reserve cities. In the first category two main divisions may 
be noted, (1) New York clearings, and (2) clearings for reserve 
cities outside New York. The basis for making the divisions just 
indicated is tolerably apparent. The reserve cities being places 
of large commercial and industrial importance, will not only 
show a larger volume of clearings but also a less regular increase 
in the amount of business transacted, since they will be peculi- 
arly subject to variations of a local and temporary nature. 
Speculative operations take their start and reach their climax in 
the financial centers. Industrial depression and contraction in 
credit are more intensely feit in the cities than in the smaller 
towns. Consequently, for the purpose of indicating progress in 
clearing-house operations, more reliance can be placed upon the 
statistics for the less important places than for those where the 
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course of business, though fuller, is also more liable to perturba- 
tions of a temporary character. 

But here again a difficulty, of considerable importance in com- 
paring clearing-house figures for different dates, is met with. 
During recent years, clearing-house organizations have been 
rapidly increasing in numbers. This increase has necessarily 
led to a rise in the volume of recorded transactions so that a con- 
clusion based solely upon the aggregate clearings outside the 
central reserve cities would be deceptive as a guide to the rate 
at which credit transactions are being increased. We should 
rather select a large number of representative towns for which 
the returns are given, over a suitable term of years, and study 
them. Such a method is, however, rendered impracticable by 
the character of the returns. These are defective for two 
reasons: (1) they do not extend back far enough to afford an 
adequate period for the purpose of our comparison and (2) in 
some parts of the country clearing-house organizations are not 
yet sufficiently numerous to furnish a satisfactory guide to the 
progress made in the use of credit devices. It is, therefore, 
more to the purpose to direct our attention to some one repre- 
sentative point and attempt, by a correction of the reported fig- 
ures, to reach some results more trustworthy than those based 
upon the uncorrected statistics. 

It is a familiar fact that the New York clearing-house opera- 
tions far surpass in amount those of any other single city in the 
entire clearing-house system. This is due to the circumstance 
that the system originated in New York and that that city, fora 
long time, possessed so great a preponderance as a financial 
center that its operations completely overshadowed those of 
other places. Even now, its transactions are considerably greater 
than those of all other cities united. This fact has led to many 
incorrect generalizations based upon the apparent movements in 
the New York clearing-house returns. It is sometimes argued 
that, whereas the returns show a vastly-increased volume of 
business as compared with the early years of the organization, it 
is a fair inference that the use of credit devices has increased to 
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a corresponding extent; while on the other hand, the fact that 
at several dates the volume of business has been higher than it 
is at present, is cited to show that the work of exchange is being 
more and more performed by money. 

If we consider the New York clearing-house returns for a 
period of recent years, it will be seen that the variations in the 
figures correspond very exactly to the known alterations in the 
general character of business.t This correspondence, indeed, is 
no more than must be expected from the fact that the figures in 
question are simply records of business transactions, and should 
go to show that variations in the clearings cannot in any exact 
sense be taken as a measure of changes in the use of credit 
devices. 

Again, it would be impossible to use the clearing-house 
figures as evidence pointing toa change such as that just indi- 
cated, if they contained an element peculiarly liable to fluctua- 
tion and disconnected with actual business transactions. Such 
an element is to be found in the operations of the stock 
exchange, which are always effected by means of checks, and 
which up to 1892, when occurred the separate organization of 
the New York stock-exchange clearing house, have been 
included in the total of bank clearings. The importance of 
eliminating the stock-clearings in such a discussion as the pres- 
ent one is shown by the fact that in 1892, soon after their separa- 
tion, they varied from $60,000,000 to $84,000,000 per day, a rate 
of from $18,000,000,000 to $25,000,000,000 per year. In 1881, 
the year of the highest returns since the organization of the New 


* The following is a table of New York clearing-house returns, according to the 
comptroller of the currency (see Report 1895, p. 485): 


Vear Total Clearings Year Total Clearings 

0 ey ee er eee 33,374,682,216 
| ae mr NE rer reer 25,250,791,440 
| eee ee Gc 66s ances based weds 34,092,037,338 
Se Sere pe ee eee « +++ 40,293,165,250 
0 rr eer pS ee er ee 46,552,846,161 
a ee reer SND ~ Bi osibcccccs 6es0sews 48,565,818,212 
DE hétébes sesadeuatels EE SE ree 37,182,128,621 
Sic eveesnadaae boun SE Or 25,178,770,691 


I 64 t hiad dc aleaeiabaacidel SS EE Oe 22,508,438,442 











CREDIT DEVICES AND THE QUANTITY THEORY 289 


York clearing house, stock-clearings were estimated at $20,493,- 
766,007." What has been said goes to show that the value of con- 
clusions based upon the unmodified clearing-house statistics, is 
extremely small. Not only does the elimination of the stock- 
clearings strongly emphasize the increase of the clearing-house 
figures from year to year, but it, in many cases, quite changes 
their character as may be seen from the table. 

The elimination of the stock-clearings will also alter, in 
another way, the conclusions to be drawn from the figures. If 
we examine the percentages of cash passing in settlement of the 
annual volumes of clearings, it will be noted that relatively small 
percentages commonly accompany relatively large volumes of 
transactions and vice versa. This peculiarity is not to be 


explained by the commonly received statement that in larger 
volumes of transactions each piece of credit paper is more 
likely to be canceled by some other piece, so that less cash 


* The importance of eliminating the stock-clearings will be seen by the following 
table, in which the clearings arising from stock transactions are estimated at 2% 
times the stock sales; 234 being the estimated number of checks used for each trans- 
action (see Commercial and Financial Chronicle, 1892; p. 51). 








Per cent. of Cash 
to Clearing- 
House Trans- 
actions used in 
Balancing 


24% Times Stock Sales Goningy Tove sis Times 





6.71 
6.50 
4-90 
5.10 


$ 9,530,618,547 $24,218,703,665 4.60 





9,944,160,482 
10,148,079,727 

8,348,797,857 
11,271,947,247 
14,714,155,500 
13,699,649,600 
14,848,750,000 
15,652,024,902 
19,223,633,590 
20,493,766,007 
17,047,715,195 
10,341,383,925 

5,318,173,952 





25,747,025,178 
22,251,229,664 
22,202,609,021 
18,962,674,112 
14,452,551,736 
16,137,121,170 
21,782,275,970 
27,693,321,441 
28,883,116,876 
21,566,7 33,088 
18,894,039,904 
14,540,497,355 





4.70 
5.00 
5.10 
4-50 
4.50 
5.10 
4.50 
3-90 
3-40 
3.50 
4.10 
5.60 
5.80 
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is required to balance. That this is not the case may be 
seen by the fact that, in many instances, both the capital and 
number of banks involved remain substantially the same. 
Indeed, since practically all the banks in New York city clear 
either directly or indirectly, it may be assumed that the normal 
extent to which checks will be canceled by one another, will be 
about as great at one date as at another. It is, therefore, neces- 
sary to look elsewhere for an explanation of the changes in the 
percentages just spoken of. It will beseen from a glance at 
these figures that the variations show little regularity and are 
often the opposite in direction of what we should expect. This 
suggests the irregular entrance into the returns at different dates 
of large aggregates of credit paper which offset each other. If 
such were really the case, the variations in the pescentages would 
be easily explainable. This does actually take place in the case 
of the speculative stock transactions just discussed. It is 
admitted that in all speculative operations business is done 
exclusively by check; and when it is observed that the largest 
volumes of stock transactions coincide in point of time with the 
lowest percentages of cash, it is clear that the explanation is 
adequate. On this basis, we can easily understand why the per- 
centage of cash to aggregate clearings has been increasing since 
1892, the year in which stock-exchange transactions were dis- 
sociated from bank clearings, and it becomes plain that this 
increase cannot be taken asan indication of a rise in the amount 
of cash required to carry on the transactions independent of 
stock-exchange operations after 1892. 

It seems, then, that the New York clearing-house figures, as 
usually published for different dates, cannot, without serious modi- 
fication, be compared with one another, even for the purpose of 
drawing conclusions regarding the volume of business transacted 
by means of credit devices. Beside the fact that the clearing- 
house statistics, if unmodified, are misleading, there are also 
additional reasons why these figures cannot be considered an 
adequate measure of the growth of the credit transactions of the 
country. These reasons depend upon the circumstance that dur 
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ing the past few years New York has been rapidly losing its 
financial preponderance, owing to the transfer of deposits to other 
central reserve cities. National clearings, too, have been par- 
tially removed from New York, and the net result has been to 
prevent the New York clearings from growing in importance as 
fast as they would otherwise have done. This movement of 
clearings away from New York as well as the organization and 
growth of new clearing-house associations make it necessary to 
allow considerable importance to the clearings for the country 
at large.* A reading of the figures for the aggregate clearings 
of the country shows the upward tendency of the whole volume 
of transactions. This tendency is strongly emphasized, if the 
figures for New York stock sales be excluded as they should be. 
Relieved of the fluctuating element, the statistics are much more 
regular in their upward course. If the New York clearing-house 
figures be entirely eliminated, the growth of the transactions for 
the country as a whole is even more marked. 

It must be admitted, then, that corrected clearing-house 
figures show no decrease either relative or absolute. And, before 


* The following table represents aggregate clearings for the whole country, both 
with and without the New York stock sales: 








Clearings for the Whole Country, including 
Total Clearings Outside sow Vers 


New York 





Less 244 Times N. Y. 


Stock Sales Including Stock Sales 





$22,847,212,802 
20,787,815,368 
24,459,302,585 
24,737,923,831 





22,887,514,025 
22,370,482,393 
20,280,223,092 
18,441,607,346 
17,672,972,826 
15,616,891,606 
13,321,839,708 
13,214,113,613 
14,297,171,924 
13,962,286,579 
14,094,506, 361 
11,375,400,000 

9,290,800,000 

7:955,100,000 





$47,106,217,690 
50,884,929,520 
46,027,248,265 
40,692,837,010 
39,875,581,147 
34,579,565,718 
27,7741391,444 
29,351,234,783 
36,079,447,894 
41,655,018,020 
42,977,623,237 
32,942,133,088 
28,184,889,904 
22,495,5975355 





$56,636,836,237 
60,829,090,002 
56,175,327,997 
49,541,634,867 
51,147,529,094 
49,293,721,218 
41,474,041,044 
44,199,984,783 
51,731,472,796 
60,878,241,610 
63,471,389,244 
49,989,848,223 
38,526,473,829 
27,813,771,307 
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leaving this part of the subject, we may briefly sum up what has 
been said as follows: Since clearings are records of business 
transactions merely, their variations cannot be taken as indicating 
similar variations in the relative extent to which credit is used. 
They may, however, be taken as roughly indicating changes in 
the absolute use of credit. It is contended by some that 
whereas wealth and exchanging are rapidly increasing, clearing- 
house figures do not show a proportional growth, hence it must 
be that a larger use is made of actual money. The answer to 
this argument is to be found in the fact that growth in wealth 
and the frequency of exchanges have been offset by coincident 
decrease in price and simplification in the machinery of business ; 
while, as just indicated, clearings, when rightly modified by the 
elimination of the speculative element, show a large increase both 


relative and absolute. 
II. 


There are some other returns which merit consideration, since 
they are frequently used in support of the argument founded 


upon the supposed decrease in the clearings. 


In 1881, 1890 and 


1892, the national banks were asked to analyze their receipts for 
specified dates, reporting the amount and percentage of each 


kind of money taken in over the counters. 


Besides these three 


experiments, there was, in 1894, another of a somewhat different 
sort. In that year, the national banks were asked to analyze 
and report the percentages of cash and credit instruments in the 
deposits of certain classes of retail dealers on a given date. 

We may present the information obtained by the comptrollers 
in their three general experiments somewhat as follows: 























Racers June 30, 1881. 1966 Banks Sept. 17, 1881. 2132 Banks 

Ivems Amount Per Cent. Amount Per Cent. 

Checks, drafts and bills ......... | $261,271,665 | 91.77 || $271,036,525 | 91.85 
Clearing-house certificates ....... 9,582,500 3-36 6,592,337 2.24 
ST MD ne 355 406665000008 11,554,747 4.06 13,026,570 4.36 
CE ab cate ckdeddetetes 1,864,105 65 4,078,044 1.38 
 iiecereciands cesses 440,997 -16 500,301 17 

MN cetkcdasnteasaracwess $284,714,017 | 100. $295,233,779 | 100. 
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Rese July 1, 1890. 3364 Banks Sept. 17, 1890. 3474 Banks 
Items Amount Per Cent. Amount Per Cent. 
errr eT $189,408,708 44.90 || $168,803,766 51.58 
Exchanges for clearing house..... 194,290,203 46.06 126,596,873 38.68 
MinCSTIARSORS «2c 6:06 6 o:8050:00 000% 2,138,022 .50 135,562 04 
91.46 90.30 
EE TO eee 3,726,605 89 3,702,772 1.13 
LOTT eee 1,352,647 32 1,399,991 43 
Gold treasury certificates ........ 6,427,973 1.52 6,159,305 1.88 
Silver treasury certificates........ 6,442,638 1.53 5,908,714 1.81 
Legal t0nGer M0806... 6.0 020082000 7,881,786 1.87 7,665,666 2.34 
National bank notes ............ 5,244,967 1.25 4,371,778 1.34 
Legal tender certificates......... 520,000 12 105,000 03 
Clearing-house certificates ....... 4,391,177 1.04 2,428,834 74 
, RE rE iy ee $421,824,726 | 100. $327,278,251 | 100. 
Sept. 15, * 2 
3473 Banks 
ITEMs ITEMS Amount P a 
Per ent, 
Amount Cent. 
Checks, drafts, etc.. .|$154,959,059 | 46.79 || Silver treasury cer- 
Exchanges for clear- erry $6,537,015 1.97 
ing house ....... 141,873,266 | 42.83 || Legal tender notes. 8,531,514 2.58 
Miscellaneous...... 586,367 -18 || Treasury notes.... 2,675,269 BI 
National bank notes 3,454,483 1.04 
89.80 || Legal tender certifi- 
IE ine Soe oss 2,210,000 .67 
Gold COU ..06ccces 2,907,017 .88 || Clearing-house cer- 
SUVEL COM. «0 s005.0 1,372,054 41 er 2,691,829 81 
Gold treasury certifi- 
ONDE 6.00-0544005 3,407,340 1.03 p ererre $331,205,213 | 100. 





























These data may be briefly summarized in one table of com- 


parative percentages :* 


























ITEms 1881 1890 1892 

GN aks cduhdvnn naedanasee oedevoakuneenete 65} 1.38 89] 1.13 .88 
IE sisi kicna nvadincnd thgatainaabbaaaaueu -16 17 32 -43 41 
i EC Tn ne ne me A Tee 4.06] 4.36] 6.29] 7.40| 8.10 
Clearing-house certificates ............0..00e 3-36] 2.24] 1.04 74 81 

po Re ere eer rrr ee 8.23} 8.15] 8.54] 9.70| 10.20 
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*From JOURNAL OF POLITICAL Economy, September 1895, p. 396. 
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There are, of course, two main questions suggested by returns 
of this character: (1) What is the value of these statistics in the 
comparison of different periods, and (2) what is their absolute 
worth as indicating the relative importance of cash and credit 
paper in everyday business ? 

In attempting to compare the receipts of the banks at 
different dates, it is of prime importance to avoid the error of 
those who take the apparently decreasing percentages of credit- 
instruments received as indicating a decrease in the use of such 
instruments in business. It is true, as may be seen from the 
table last given, that such a decrease at first sight seems to exist, 
but it cannot be taken as any indication of a growing disuse of 
credit paper. There are several circumstances by which the 
apparent decrease may be fully and adequately explained. In 
this case as in that of the clearings, it will be well to distinguish 
carefully between the returns for the trade centers—especially 
New York—and those representing the land as a whole. This 
may be done by quoting the percentages of credit-paper in total 
receipts thus: 


























une 30, t. 17, uly x, t. 17, t. 15, 
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SY OR na cdc ndpeadetudd seus 98.70 98.80 96.04 95-64 92.36 
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etude 0é0 Seda, dunn aden 88.00 90.00 92.34 93.50 94.64 
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There are several important points which are revealed by a 
study of this table. First, the greatest decrease is seen to be in 
the returns for New York and the cities financially and geographic- 
ally closest to New York, \ike Boston and Philadelphia. For the 
“reserve cities except New York” the decrease is questionable, 
while for the ‘cities other than reserve” we find not a decrease 
but an increase. For the country as a whole, with the New 
York figures eliminated, percentages remain about constant. 
This, by itself, would release us from the necessity of combating 
further the arguments of those who claim a decrease in the per- 
centage of credit instruments used. As the falling off is observed 
in the New York figures alone, it would be only natural to 
attribute it to some purely local circumstance. And, if this were 
admitted, it would be perhaps no more than fair to assume that 
it could safely be neglected as not of sufficient importance to 
warrant a generalization. But, since the argument might be 
made that, as New York is still our chief financial center, any 
noteworthy fluctuation in the figures for that place is in itself to 
be regarded as of first class importance, it will be expedient: to 
explain the reasons why the apparent decrease in the percentages 
for New York is not a real one. The fact that the stock sales 
ran up, in 1881 and the succeeding years, to a very abnormally 
high point has already been mentioned. It has also been 
observed that these dealings are entirely liquidated by checks, 
etc., so that when they become unusually great in amount the 
proportion of cash to credit instruments grows, pari passu, 
smaller. 

The bearing of this circumstance upon the facts just presented 
may, perhaps, be set in an even clearer light by a simple illustra- 
tion. Suppose a volume of receipts amounting to $1000, of 
which 5 per cent. is in actual cash. Now, if we increase this 
volume from $1000 to $2000, the additional $1000 being wholly 
composed of credit paper, the percentage of cash will be not 5 
but 2% per cent. Thus, in the case of the receipts of New 
York banks, if habits regarding the use of money be about con- 
stant, a large advance in the number of speculative exchanges 
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will, since the increase consists entirely of credit-paper, lower the 
percentage of cash received. It would therefore be absurd to 
draw inferences solely from the relative percentages of cash and 
credit paper received by banks at different dates, unless we also 
studied the character of the receipts and compared only such 
parts of them as were strictly comparable. The importance which 
must be allowed to this consideration is appreciated when we 
recollect that the year 1881 was characterized by a phenomenally 
active stock market, speculative operations being estimated at 
three-sevenths of the total clearings, whereas the year 1890 was 
a time of depression, owing to the Baring failure and other 
circumstances, while the returns for 1892 are vitiated so far as 
comparison with 1881 goes, by the entire elimination of the 
stock clearings. This statement will hold for those places like 
New York and the financially related cities, such as Boston and 
Philadelphia, where the stock market was active or depressed 
(as the case might be), in the years referred to, and where the 
clearings arising from speculative transfers were included in 
the regular bank clearings. In other large cities, no decrease is 
noted. Thus, in the case of Chicago, the percentage was 92 in 
1881, 95 in 1890, and 94 in 1892. The same is true of Cincin- 
nati and other important places. 

There is another important circumstance bearing upon the 
percentage of cash in the banks’ receipts. This is the fact of the 
retirement of the national bank notes. In 1881, the withdrawal 
of the notes had not begun. Only a little while later the banks 
began the operation of redemption. During nearly every year 
thereafter, a considerable quantity of the notes was retired. 
Thus, a larger amount of other kinds of money —treasury notes, 
etc.—was brought into use. This was particularly the case in 
1890, and it is to the operations growing out of the redemption 
of national bank notes that we may, in part, attribute the apparent 
decrease in the use of credit money as seen in the figures for 
New York and some other cities in 1890. <A study of the 
returns given by the comptroller shows that the decrease in the 
percentage of checks and drafts received was about compensated 
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by the increase in the percentage of paper money.' Again, the 
receipts of the banks in 1881 were largely inflated in New York 
and elsewhere by the practice of over-certifying checks. This 
also contributed unfairly to enlarge the percentage of checks and 
drafts received at that time as compared with the percentage of 
cash. 

In view of all this, it seems hardly fair to argue, as has 
recently been done,3 that the apparent decrease in the percent- 
ages for a few principal cities proves that a great change is 
taking place in the habits of the business community with 
reference to the use of credit paper. The returns as just quoted 
certainly do not point to any such movement. 

It may also be worth while to consider the reports made by 
the banks at the request of the comptroller in 1894. The 
experiment of 1894 was an effort to gain an idea of the relative 
parts played by cash and credit in retail trade. The national 
banks were requested to analyze for a certain date the deposits 
of five specified classes of retail dealers. These classes were 
selected on the basis of the reports of the Commissioner of 
Labor for 1890 and 1891 as those whose receipts would represent 
about two-thirds of the expenditure of each individual for all 
grades of incomes. Returns were sent by 2465 out of about 

*This has been commented upon in the JOURNAL OF POLITICAL Economy for 
March 1893, as follows: “The perceptible lowering in the percentage of the use of 
checks and drafts for the whole country is due to a special cause affecting the figures 
for New York city, where a diminution in the use of checks and drafts is offset by an 
increase in the use of paper currency. This is explained by the operations consequent 
upon the retirement of national bank notes, which bring more paper money into use 


during the process of reduction, and this effect is of course most evident in the figures 
of the New York city banks.” —Pp. 263-4. 


2 Of this Comptroller Knox said, in 1882 (Report of the Comptroller of the Currency, 
1882, p. xxv): “The practice [over-certification] has . . . greatly increased during the 
last three years, and the returns of the banks for October 3, the date of their last state- 
ment, discloses the fact that the amount of the certificates or acceptances made on that 
day was nearly one-third greater than for a corresponding date in the year previous, 
and that the amount of acceptances for stock-brokers of nine national banks on that 
day was more than nine times the aggregate capital stock of those banks.” 


3 FISHER: “Money and Credit Paper in the Modern Market,” JOURNAL OF 
POLITICAL Economy, September 1895, pp. 409 and 413. 
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3700 national banks for “the settling day nearest the 30th of 
June.” Prior to this experiment, it had been tacitly understood, 
in all discussions of the subject, that credit instruments played 
but a minor ré/e in retail trade. The outcome of the investiga- 
tion was, one would think, such as completely to surprise those 
who had not previously suspected the extent to which the check 
system was invading even retail trade—the domain hitherto 
exclusively assigned to cash. It was found that about 54 per 
cent. of retail payments were, judging from the character of the 
deposits, performed by credit paper. This ought to have con- 
vinced the most sceptical. Yet the returns have been used 
somewhat absurdly to prove that the use of credit instruments is 
decreasing, and is now about equal to the use of cash. It is 
argued that, whereas it has all along been stated that credit 
performed about 92 per cent. of all our exchanges, this investiga- 
tion has shown the percentage to be much less in certain 
“important fields,” and that it will be quite safe to assume that 
the high percentage of credit devices in wholesale trade is over- 
balanced by the exclusive use of cash among those who, in 
retail transactions, have no banking connections. This is a clear ; 
@ priort assumption. 

But it is worth while to say a word in regard to the relative 
importance of the investigation of 1894, since it is a misap- 
prehension of this that has led to such arguments as the one just 
outlined. The great fact overlooked by certain writers is that 
the retail deposits aggregated only $6,000,000. True, they 
comprised returns from less than three-fourths of the national 
banks, but if allowance be made, at the same rate, for the banks 
not included, we should have not more than $10,000,000 for the 
whole number. This leaves out of account the non-national 
banks of all sorts. If we suppose that they received, on the 
specified date, a sum equal to that deposited with the national 
banks, we shall get but $20,000,000. This is a high estimate of 
the retailers’ deposits with the state and private banks and loan 
and trust companies. But the investigation was planned to 
cover only 67 per cent. of the expenditures of the people. We 
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should, therefore, have a grand total of $30,000,000 as the 
aggregate retail expenditure of all classes daily. It has been 
shown, however, by the general experiments of the comptroller 
already mentioned, that the total daily receipts of all the banks 
may be estimated at $550,000,000. Accepting this estimate, we 
find that the $30,000,000 received by all sorts of retail dealers 
formed but about one-eighteenth of the total volume of bank 
receipts. Thus, the importance of the percentages of credit- 
paper and cash in retail trade, as compared with the same 
returns from wholesale transactions, is small. It is quite illogi- 
cal to put forward as a corollary from the investigation of 1894 
the statement that ‘the great majority of the people are without 
(banking) connections, and their great numerical predominance 
gives them much weight, probably enough to bring the quota of 
cash transactions for the whole country to about one-half,”* 
when we have just seen that the dealers with whom this “great 
majority of the people’’ spend their incomes are able to deposit 
each day probably much less than one-eighteenth of the total 
bank receipts. 

Again, it is argued from the results of the investigation of 
1894 that, in retail trade at least, the more advanced commercial 
states and cities do by no means show the most extensive use of 
credit paper. The inference drawn is that advancement in 
wealth and trade does not at all imply a similar advance in the 
extent to which credit instruments are used. In support of this 
position, reference is made to the fact that the largest percent- 
age of credit instruments is not found in the most ‘populous 
cities but in those possessing from 100,000 to 200,000 inhabitants, 
while next in rank come those of from 10,000 to 25,000 inhabi- 
tants. Again, it is noted that, in the wealthier and commercially 
most progressive states, the percentage of credit instruments 
received is considerably below, while in poorer and more back- 
ward regions it is much above, the average. 

All of these circumstances may readily be explained by 


*“Money and Credit Paper in the Modern Market,” JouRNAL OF POLITICAL 
Economy, September 1895, p. 407. 
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reference to actual conditions. The percentages which are below 
the average are, it is true, generally found in those states which 
are most highly developed commercially. Yet this is not at all 
anomalous when we consider that it is precisely in these states 
that the greatest banking facilities are furnished, so that it is 
quite within the reach of even the smallest dealers to keep an 
account. Thus, Pennsylvania falls considerably below the aver- 
age, her percentage for retail trade being but 53.3 as against an 
average of 57.7, while the receipts of her banks are far larger 
than those of any other state included in the investigation, 
amounting to $1,030,071 or more than one-sixth of the total 
On the other hand, the Indian Territory shows a percentage of 
61.9 while its total receipts were but $2,429. Yet this surely 
could not be taken as indicating a larger use of credit paper in 
the Indian Territory than in Pennsylvania.* Again, the smaller 
percentage of credit paper returned for the most populous cities 
is to be explained not only by the fact that has just been referred 
to, but also by the circumstance that the period of credit there 
allowed is much shorter, while on the other hand the offsetting 
of accounts against one another is not nearly so common as in 
small towns and villages. This leads to a somewhat greater use 
of cash in retail transactions in the cities. 

It will be well, too, in this connection to allude to the passing 
of the small retailer and his supplanting by the department store 
in the larger cities. This again leads to a more extended 
employment of cash. Yet this cannot be taken as a change in 
habits as to the use of credit instruments. It merely implies an 
alteration in the mode of carrying on industry which, for the 
time, results in slightly greater need of cash. It will not be 
worth while to go farther with our exegesis of these figures. 
Enough has been said to show that for the arguments to prove the 

* All this will be better snderstood by a study of a table given in the report of the 
Comptroller upon the investigation of 1894, and also in the JOURNAL OF POLITICAL 
Economy, March 1895, p. 205, where the returns for the different states are summed 
up and the absolute amounts of checks and cash received as well as the percentages, 


are stated. It would be misleading to argue from the bare percentages without refer- 
ence to the absolute amount of checks and cash deposited. 





CREDIT DEVICES AND THE QUANTITY THEORY 30! 


decrease in the use of credit devices, which have been set forth 
above, little support can be found in the Comptroller’s investiga- 
tion of 1894. Inshort, about all that can be said of this experiment 
is that it has shown a truly remarkable invasion of the field of 
retail trade by credit paper. 

It is now necessary to meet the question: Can the receipts 
of the banks be taken as indicating the parts played by credit 
paper and cash in the business of these institutions themselves 
and in that of their depositors? If we neglect the unimportant 
element of checks presented for cashing at the banks on which 
they are drawn, we have a right to say that we know pretty 
accurately the proportion of cash to credit in the business of the 
(national) banks with their depositors. With regard to the 
regular business dealings of the depositors it is of course impos- 
sible to give so definite an answer. It is argued that, whereas 
the checks deposited by a business man are quite likely to be all 
the checks received by him since making his last deposit, this 
does not hold true of the cash deposited by him, since any pay- 
ments he may have had to make in the interval will have more 
likely been met by the transfer of cash than by the transfer of a 
check. This is plausible and would have some weight were it 
not for two things: first, it is supposed that business men will 
draw no new checks, and second, it could not in any case hold 
good outside the field of retail trade. No wholesale house pays 
obligations of any consequence whatever in cash, and in many 
cases it is a fixed principle always to use checks since these con- 
stitute receipts, when cancelled and returned. It is only in 
retail trade that the principle could be supposed to be operative, 
and even here dealers prefer to use checks, when possible, for 
the same reason as in the case of wholesalers. At all events, 
as already seen, the total of retailers’ deposits cannot be placed 
above $30,000,000, and thus the principle must be extremely 
limited in its field of operation. In the case of the large specu- 
lative transfers, business is, we know, always done by check. 
Thus, so far as this point alone is concerned, it seems no more than 
fair to regard the percentages of cash and credit paper in the 
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receipts of the banks as representative of the relative importance 
in ordinary wholesale trade of these two means of liquidation in 
the business of their depositors. Some reduction, no doubt, 
must be made from the percentage of credit paper but it 
can only be of slight importance. It has been argued that the 
percentages of cash and credit paper in the receipts of the banks 
cannot be taken as at all representative of the relative parts 
played by these different media in the business of the country 


as a whole since it is “exactly . . . among . . . depositors [at 
the national banks] that one ought to look for the highest pro- 
portion of credit instruments. . .. It would be just as correct 


a proceeding to compute the volume of water in a lake by mul- 
tiplying the surface area into the greatest depth.”* This is, 
in another form, the same argument which we have combated 
elsewhere. The reply is found in the fact that the depositors at 
the banks do not represent a “field of industry” but are drawn 
from all fields and typify the general business of the country, and 
in the fact that, as shown by the last investigation, retail pay- 
ments are relatively small and, in any case, represent the 
expenditure of those classes especially which have no banking 
connections. 

There are, of course, many corrections and modifications 
which, if applied to the figures for the receipts of credit paper by 
the banks, would lessen their importance. Of these the fact 
that many drafts are counted twice may be taken as an example. 
And when it is remembered that, in the case of the great volume 
of domestic exchange—amounting to about $20,000,000,000 
annually—many drafts are no doubt repeated in the returns, it 
is seen that there may be an important error in taking the 
statistics as we find them. But, on the other hand, there are 
various tendencies to error in the opposite direction, as in the 
case of certified checks which often pass from hand to hand like 


*“ Money and Credit Paper in the Modern Market,” Joc. cit., p. 898. 
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actual money,’ as well as in that of ordinary transfers of checks 
by endorsements. In both these cases many more transfers are 
effected by check than would appear from the statistics. On 
the whole, then, we may, in default of more evidence, take the 
percentages as they stand. 

So far, we have concerned ourselves wholly with the credit 
side of the problem. But, if it be desired to know the relative 
amount of exchanges performed by cash, we are more than ever 
unable to make definite statements. Nothing is known and, 
with present means, nothing can be known, regarding the amount 
of exchanges effected by money. As nothing is known concern- 
ing this factor, and since, as has been shown, the credit side of the 
proportion between goods and means of exchange is also inde- 
terminate, it is absurd to try to establish a relation between them. 
Yet a recent writer, after elaborately calculating the aggregate 
annual receipts of credit paper at all the banks of the land, 
and identifying this aggregate with the amount of credit 
exchanges performed, reasons as follows: ‘‘We know that at the 
time for which the previous statistics and estimates were given, 
there was in the active circulation of our country, that is, outside 
of the treasury and outside of the banks, about an even billion 
dollars of money. It can be noted that if this money changes 


* The extent to which certified checks were used in New York alone 1875-1882 
may be understood from the following table (Comptroller’s Report, p. xxviii) : 
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hands, on the average, three times a week, the amount of the 
cash transactions equals the great total which was assigned to 
credit paper. Ifthe movement is more rapid, cash predominates ; 
if less rapid, credit has the wider range.”* This is all the evidence 
adduced to show what may be the relative importance of money 
in effecting exchanges. Yet, a few lines farther on, the same 
writer concludes, ‘‘ The calculations of this paper are submitted as 
evidence that the cash and credit exchange of our country, instead of 
standing as 1 to 10, stand in the ratio of something like 1 tor.’ And 
this although he had previously urged that “it would be rash to 
assert that one stick is longer than another until we know some- 
thing about the length of both.”* A bare statement that 7f money 
changes hands three times a week the amounts of exchange per- 
formed by money and credit devices will be equal, recalls 
the practice of school-boys who solve arithmetical prob- 
lems by working backward from the answer. It certainly cannot 
be taken as “evidence” to prove anything whatever. 


IV. 


So far we have mainly devoted our attention to the question 
whether or not the opinion that the use of credit devices is 
much less extended than is ordinarily supposed and is, further- 
more, on the decline, is justified. Asa result of this study, it 
has been concluded that—far from decreasing—it is rapidly 
growing, and that as yet no evidence has been introduced to 
show that it is losing in importance or that it is of less impor- 
tance relatively to cash than is usually supposed. 

It certainly is clear that it is not the absolute amount of credit 
devices used at a given moment which indicates the relative 
preference of the business community for cash or checks as a 
means of liquidating debts. Hence, as has been seen, an argu- 
ment for the decreasing importance of credit instruments, which 
rests upon such a foundation as a comparison of the clearing- 
house figures for different dates, can hardly stand. Even if it 
could be shown that, ceteris paribus, an actual decrease in the 

* FISHER, “ Money and Credit Paper in the Modern Market,” Joc. cit., p. 405. 


* [bid, 





CREDIT DEVICES AND THE QUANTITY THEORY 395 


amount of exchanges effected by credit instruments. had been 
observed, the only safe conclusion to be drawn would be that a 
decrease in the amount of aggregate exchange to be effected had 
taken place. As has before been insisted, nothing is, and little 
can be, known of the amount of work performed by money, save 
that all the available evidence at present points clearly to the 
conclusion that it is, compared to that effected by credit, 
extremely small. 

In a similar way, variations in the proportion of cash to credit 
devices used in exchanging goods at different dates cannot be 
taken as an index to variations in the habits of the business 
community, with reference to the use of one or the other 
medium of exchange, unless the exchanges under consideration 
are of characters precisely analogous one to another. Such 
variations, taken by themselves, would be far more likely to 
indicate merely a change in the volume of business done, since 
the demand for cash is really about constant, under a given set 
of general circumstances, and a change in the proportion of the 
cash used to the credit might be brought about by a change in 
the volume of business, entailing as this must, a decrease or 
increase of credit devices in existence, and having little influence 
on the cash. 

The burden of proof, then, rests upon those who maintain 
that credit deposits are playing a more and more subsidiary ré/e 
in business. They must show, if they wish to make out a case, 
not merely that the actual quantity of credit exchanges per- 
formed at a given moment is less, or that the proportion of cash 
is greater, but that this proportion is greater per unit of exchanges 
of homogeneous character effected. And it is the contention of the 
present paper that no evidence pointing to such a conclusion has 
been brought forward, but that rather all the facts bearing upon 
the question as well as the testimonies of practical men conver- 
sant with the real state of affairs lead to the belief that credit 
deposits are a factor in our medium of exchange which is not 
only overwhelmingly disproportionate in importance to other 
elements, but is daily becoming more so. 
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These things being admitted, it remains to say a few words in 
regard to the way in which the use of credit deposits as cur- 
rency bears upon the quantity theory. The most universally 
accepted formulation of the quantity theory states that, whereas 
the value of money, like that of all other commodities, is regu- 
lated by demand and supply, the demand for money being all 
goods which must be exchanged through the agency of money, 
prices are thus strictly regulated by the quantity of money in 
existence. According to these reasoners, all goods exchanged 
by any other means whatever, exclusive of actual money, consti- 
tute no demand for money and, consequently, cannot be regarded 
as having any effect upon price. The most prominent of the 
supporters of this notion is President Walker who has avowed 
his belief thus: ‘Many . . . . goods may conveniently be 
directly exchanged against each other in barter, or indirectly 
through the intervention of commercial and financial credit, 
without the use of money. Such goods do not constitute a fac- 
tor in the demand for money.’’* 

It would be impossible to enter, at this point, upon a discus- 
sion of the question whether or not President Walker’s position, 
as just outlined, is tenable; since such a discussion would reopen 
the whole controversy over the theory of prices. The price- 
controversy is as yet far from a satisfactory settlement. There 
- are many who would not be prepared to admit that, even were 
all goods regularly exchanged by the use of actual money, their 
prices would be solely dependent upon the quantity of such 
money, even under the supposition of a constant demand. Even 
if, then, it could be shown that credit devices are of slight 
account as a means of exchange, this would not necessarily 
weaken the position of those who dissent from the quantity 
theory. On the other hand, demonstration that credit instru- 
ments play a much larger part in effecting exchanges than has 
even been supposed would not weaken the position taken by 

* Quarterly Journal of Economics, July 1895, p. 373. And again (Money, p. 64), 
“Just so far as sales for money are substituted for barter transactions, the demand 


for money rises, and the lower prices which result are carried over in estimation to 
the commodities directly exchanged or remaining in store.” 
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President Walker since, in his view, it would still be the quan- 
tity of money used in exchanging a portion of the supply of 
goods, however small this portion might be, that would deter- 
mine the prices of the whole supply. 

The bearing of the use of credit devices upon the quantity 
theory, in the strict sense of the term, is thus, from one point of 
view, small. It is rather in studying the practical inferences 
which have been drawn from the quantity theory as just stated 
that an investigation of the comparative part played by credit 
instruments in exchanging goods is of interest and importance. 
The adherents of the quantity theory are at one in demanding 
an increase in the volume of our circulating medium. At first 
sight, such a position seems strangely out of harmony with the 
theory itself. It is plain that, the greater the amount of the goods 
which are exchanged without the intervention of money and 
which consequently ‘do not constitute a factor in the demand 
for money,’ the smaller the amount of goods which must be 
exchanged by means of money, and consequently the greater 
the probability that the present volume of circulating medium 
will be adequate, or, as it is currently phrased, “large enough 
for the needs of trade.’ It is clear, then, that an admis- 
sion of the usual claims concerning the great extent to which 
credit devices are used will discountenance any demand for an 
increase in the quantity of circulating medium, based on the 
quantity theory alone. To afford any basis for such practical 
suggestions it is, therefore, incumbent upon those who hold this 
theory either to show that credit instruments have not, to any 
considerable degree, usurped the place of cash, or to prove 
clearly that such a usurpation has been more than counterbalanced 
by an increase in the demand for a medium of exchange. 
Attempts to demonstrate such an increase in demand have 
already been shown to be futile. Indeed, it should be sufficient, 
in reply to arguments based on this ground, to point to the fact 
that but one-sixth of our credit deposits are daily checked upon. 
The only remaining argument is that which attempts to mini- 
mize the extent to which credit devices are used. 

Those who, in accordance with the logical necessities of their 
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position as just outlined, have tried to disprove the very extended 
use of credit instruments, have also sought to make their argu- 
ments, on the question of the relative extent to which credit 
devices and money are used, serve as a reply to criticisms of the 
quantity theory. But it has just been shown that the use of 
credit instruments as a means of exchange affords no support to 
such criticisms. The attempt to adopt the line of reply just 
indicated, therefore, proceeds upon a misapprehension of the 
position taken by critics who do not accept the quantity theory. 
Categorical statements have recently been made to the effect 
that criticisms upon the quantity theory may be reduced to one 
of two forms: (a) the argument that the quantity theory has 
become invalid owing to the greatly decreased use of money, 
and (4) the statement that price will, therefore, depend chiefly 
upon the quantity of checks and drafts in use." | 

It will, however readily appear from what has been, said a 
moment ago that the first of these arguments is quite irrelevant 
to the quantity theory as most recently stated; it forms no part 
of the criticisms upon the theory as such. The second con- 
tains a palpable selfcontradiction, since it implies a belief in a 
more extended form of the quantity theory itself. Critics of the 
quantity theory, moreover, have always regarded credit instru- 
ments as the result of transactions, and conterminous with them. 
The quantity of checks and drafts in use, consequently, could not 
be regarded as even remotely affecting price. But this false 
attitude towards their critics has made quantity theorists more 
than ever alive to the necessity of minimizing the importance of 
credit devices, if their point of view is to be sustained. So far, 
however, the efforts to prove that the use of credit devices is 
much smaller than has been supposed have been unsatisfactory. 
Nor is there the least ground for believing that the proportion of 
exchanges performed by checks and drafts is decreasing. Judged 
by the tests applied in the present paper, both these inferences 
seem hasty; and the evidence offered in their support incon- 
clusive. H. ParKER WILLIs. 

UNIVERSITY OF CHICAGO. 


*See FISHER, /oc. cit., pp. 392, 393. 








FACTORY LEGISLATION FOR THE PROTECTION OF 
WOMEN AND CHILDREN IN ITALY. 


SoME attention was given to the protection of children 
employed in factories in Italy even in the middle ages. The 
capitularies established a minimum age for children, and regu- 
lated their treatment by their employers. The fact that the 
capitularies lack many of the provisions for the protection of 
children found in modern laws, and do not at all concern them- 
selves with the protection of women, is due in part to the 
different methods of production in use at that time, which were 
such as not to give rise to certain difficulties guarded against by 
modern laws, and also in part to the infrequent employment of 
women and the influence of tradition in limiting the hours of 
labor for all laborers without distinction." By a law of the 
Republic of Venice of 1396, children of both sexes employed in 
factories are placed under the care of the state and protected 
against the arbitrary will of the manufacturers. This law was 
afterward confirmed in 1402. Similar laws were issued by all 
the Italian republics that had attained a certain grade of indus- 
trial development. The decay of the industries on the one 
hand and the rigid traditions formulated by nearly all the trade 
guilds, removed all occasion for legislation upon such subjects. 
until toward the first half of the present century. Between 1838 
and 1844 the rise of great industries, especially in northern Italy, 
and the echo of the English discussion and legislation on the 
regulation of labor in factories, led certain Italian philanthropists 
and scientists to occupy themselves with these questions. The 
questions treated by the scientists in their publications and 
repeatedly brought before their congresses, consider children 
exclusively, for whom they demand a shortening of the hours of 
labor, with some care for education; and at the same time they 

*“ Die Kinderarbeit in Italien” (Jahrdicher fir Gesetegebung, N.F., B. 9. 1885, 


p. 784). 
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recommended some provisions favoring the small industries. 
But specific propositions were still timid; for instance, one sug- 
gestion was to have boys from six to nine years of age work 
four hours a day, and those from nine to twelve years eight hours, 
so that the two relays would equal the twelve hours work of an 
adult man." 

This scientific movement found an echo in the legislation of 
the Lombard-Venetian kingdom. On the seventh of December 
1863, the viceroy by circular letter issued regulations? govern- 
ing the work of children in factories. Factories were defined in 
this circular as industrial establishments employing more than 
twenty operatives over fifteen years of age. The circular also pro- 
hibits the employment in factories of children under nine years of 
age, and where the work is dangerous or unhealthful the prohibition 
is extended to include all under fourteen years of age. Besides 
the requirements as to age, children, before being placed in 
factories, must show that they have had the first two years of 
instruction in the elementary schools, or its equivalent. The 
maximum length of a day’s work is ten hours for children under 
twelve years of age, and twelve hours for children from twelve 
to fourteen years, with proper intervals of repose and time for 
eight hours’ sleep. Night work (from g P.M. to 5 A.M.) is pro- 
hibited for children of either sex from nine to twelve years of 
age, under penalty of a fine of from five to twenty-five florins. 
Supervision of the execution of these enactments was given to 
the provincial and municipal authorities, assisted by inspectors 
and physicians chosen by them. The lack of officials specially 
appointed to carry out this ordinance soon led to its falling into 
desuetude. 

From 1844 to 1870 political events swallowed up all other 
problems, so that scientists as well as legislators concerned 
themselves only incidentally with social questions. During this 
period we have to record only one law. This is dated November 
20, 1859, and was issued by Piedmont, Lombardy and the 


"Atti della sesta riunione degli scienziati italiani (Milan, 1845), p. 248. 


*Annali dell’ Industria e del Commercio, 2d series, No. 20, pp. 3-5, 1880. 
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Marches. It relates to mines and contains only one provision 
bearing on our subject, namely, that children under ten years of 
age shall not go down into mines nor work in them. Violations 
of this law were made punishable by a fine of from five to fifty 
lire! The prohibition was afterward, by an ordinance, extended 
to the whole kingdom, but, in the absence of legislative sanction 
and of proper oversight, it remained a dead letter. 


II. 


This period was followed by the one from 1870 to 1886, 
which may be a period of preparation, and which closed with 
the law of 1886 for the protection of children, to which I shall 
have to return later. During this period the protection of 
women and children in factories was extensively studied and 
discussed. The economists sought to enlighten public opinion 
in numerous publications discussing foreign legislation, and 
demanded legislative provisions which were often impracticable, 
and which, on account of parliamentary changes or of the opposi- 
tion of those interested, rarely attained even the honor of a 
discussion. Besides general bills for the protection of laborers, 
we have in this period some provisions contained in a bill fora 
sanitary code, and another that treats only of the regulation of 
labor in mines; both of these contain some provisions relating 
to our subject; but they bear only on the work of children,’ 
while some of the general bills embody attempts to regulate the 
work of women also. The legal principle on which all these 
legislative attempts is based is essentially the protection of 
minors. This is at least part of the reason for the scarcity of 
provisions looking to the protection of adult women; while 
among the few provisions of this latter sort that were brought 
forward, the prohibition of work to women after child-birth is 
justified on the plea of the welfare of the new-born children. 
Common to all these bills, moreover, is the moderation of their 

*Annali dell’ Industria e del Commercio, 2d series, No. 20, pp. 5-6, 1880. 


*If we except the amendment of Luzzatti, presented to the Chamber of Deputies 
May 20, 1875, which excludes women from underground work in quarries and mines. 
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provisions—a moderation due in part to a fear of causing too 
great a shock to industry, as also to the fact that they all confine 
their demands to the great industries. Of the numerous inchieste 
on this subject, made during this period, those of 1877 and 1879 
should be mentioned as of especial interest. 

In 1869 an advisory commission for eleemosynary institutions 
had been formed by the Minister of Agriculture, Industry and 
Commerce, on which it was among other things, incumbent to 
look after the work of children in factories. In 1876 this com- 
mission appointed a sub-commission to report upon the subject. 
At the suggestion of this sub-commission in 1877, the Minister 
of Agriculture, Industry and Commerce issued a circular to four- 
teen prefectures, asking for information as to the condition of 
women and children in factories, and also as to the advisability 
of a law for their protection. The questions were sent to the 
various local officials, to certain prominent employers of labor, 
and to acertain number of workmen. The disadvantages of such 
a canvass by written questions with its marked bureaucratic 
features, cannot here be taken up in detail. I shall have to 
content myself with a summary of the results.‘. From the replies 
obtained in this inquiry, it may be inferred that women and chil- 
dren were at this time extensively employed in Italian industries. 
The minimum age varied from one industry to another; in 
the spinning mills for instance, children were taken on at the age 
of six, though not for heavy work. In general the average mini- 
mum age was from nine to twelve years, and was lower in southern 
than in northern Italy. The hours of labor for women and children 
were generally equal to those of the adult workman, but were sub- 
ject to variations according to the nature of the industry; for 
example, in the sulphur industry in Sicily the labor day did not 
exceed six or seven hours, while in the spinning mills of Bergama- 
seo it reached fifteen hours in the summer time. Night work was 
the exception, but where it existed women and children were 
employed like the other laborers. Holiday vacations were gener- 


* Annali del Ministero di Agricoltura, Industria e Commercio, 1* Serie, No. 103, 
p- 5, et seg. (1887). 
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ally allowed, though in some establishments work went on on 
festival days till midday. The majority of those questioned said 
that the women and children were not compelled to work beyond 
their strength or ability. From Sicily and Liguria, however, it 
was reported that the work in the mines was too hard for women 
and children and often deformed them; and replies from other 
localities spoke of special infirmities induced by the nature of 
the work and its extreme severity. To the question as to the 
practicability of a law for the protection of women and children 
in factories, most of those questioned, especially the manu- 
facturers, thought such a law would prove harmful to national 
industry and to the laboring class, and would be hard to put in 
operation under present circumstances, owing especially to the 
diversity of practice among the various districts of Italy. A few 
fully approved of the proposed protective law, while a few others 
approved it with certain limitations. 

The inquest of 1877 brought the question of the work of 
women and children in factories before the government, and 
Minister Cairoli drew up a bill uponthe subject, and by his cir- 
cular letter of July 25, 1879, began a new and very thorough 
inquiry by means of questions addressed to the prefects, provin- 
cial delegations, provincial sanitary councils, chambers of com- 
merce, the inspector general and chief district inspectors of the 
mines, municipal officials, economic societies, the principal 
benevolent societies and the leading employers of labor. 

The bill just mentioned aimed to regulate the work of 
women and children in factories and mines. It forbade the 
admission into mines and factories of children under nine years 
of age, and children from nine to fifteen years of age, in order to 
be admitted, must prove that they have completed the first three 
grades of the elementary schools. The day’s work for children 
from nine to eleven years of age was limited to eight hours with an 
hour’s rest at noon, or six hours without rest ; moreover for chil- 
dren of that age underground work, night work and work in 
unhealthful industries was forbidden. For children from eleven 
to fifteen years of age, night work was limited to eight hours, 
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while the day’s work was not to exceed twelve hours, including 
one-and-one-half hours for two intermissions; also, none of these 
children must work on Sundays or civil holidays, and mothers 
must not work within two weeks after childbirth. 

Upon the feasibility in general of a law regulating the work of 
women and children, and upon the above bill in particular, the 
various classes mentioned above, together with other persons 
included on special grounds, were called upon to pronounce. 
The number of answers returned to the minister and classified 
was 280." 

This new enguéte confirmed the results of the earlier one? 
regarding the age of children employed in factories, to the effect 
that many children between nine and ten years of age were 
employed, and many also between eight and nine, and a fewas 
young as six, or even five years of age. It also confirmed the opinion 
that the severe work to which these children are often subjected, 
results in moral and physical injuries, and is frequently the cause 
of early death. The employment of women was likewise con- 
sidered to be productive of serious immorality, particularly night 
work and work underground. The fact that working mothers 
were allowed so short a period of rest immediately before and 
after childbirth was also greatly deprecated. The great majority 
seemed to be in favor of regulating the work of women and chil- 
dren in factories. Chief among those who did not favor it, were 
the manufacturers, especially those of Sicily. The opposition 
was generally based upon the theoretical ground that legislative 
interference in such matters is an infringement of personalliberty | 
and exceeds the proper authority of the state, or upon the fear of 
immediate injury to the various industries and to the families of 
the laborers. Among those who favored the bill there were some 
who did not want protection limited to the great industries, but 
wished it to include the small ones as well, and even to agricul- 


*Annali del Ministro di Agricoltura, Industria e Commercio, 1* Serie, No. 15 
(1880). 

*See the preamble of the bill of M. Miceli, Chamber of Deputies, Session 1880- 
81, Legge XIV*, Documenti No. 76. 
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ture. Because as the municipality of Catanzaro expressed it, 
“the boys are greatly abused in the small private shops, and are 
worn out by the hard work of the farms.” 

The opinions given by those questioned in this enguéte upon 
the provisions of the Cairoli bill already spoken of, varied 
greatly." Many proposed to raise the minimum age of children 
employed in factories to ten years, others to eleven, twelve, and 
even fourteen years ; others again would have lowered it to eight 
years. Some proposed different limits of age, for northern and for 
southern Italy; the majority, however, were united on the pro- 
vision of the Cairoli bill that placed the limit at nine years. On 
the other hand the provision of the bill respecting the hours of 
labor for children from nine to eleven and from eleven to fifteen 
years of age met with great opposition. Many were willing to 
see the minimum age altered if it did not necessitate further limi- 
tations sure to follow, according to them because the work of chil- 
dren was so closely connected with that of adults. Others wanted 
this double change. The regulations for underground work pro- 
posed by the Cairoli bill resulted in bringing again before the 
world the existence of great abuses, which were especially grave 
inthe case of the sulphur mines of Sicily, where about 3000 
children of tender age were compelled by their parents to carry 
on their backs up steep ladders immensely heavy loads of miner- 
als from the mines to the kilns outside. In the description of 
these evils, as well as in the demand for a remedy, the unanimity 
of the local representatives of Caltanisetta, the chief center of the 
sulphur industry, is epecially to be noted. The result, as is usual 
in the case of such enguétes, was a demand for legislation that 
would put a stop to this state of things; but there were not 
wanting those who emphasized the severe shock such legisla- 
tion would cause to Sicilian industry. The necessity of limiting 
the employment of children in night work, however, was gener- 
ally recognized by those who were questioned. Some even pro- 
posed measures more rigorous than those of the Cairoli bill; 


* See the report that precedes the bill of M. Miceli. Camera die Deputati, Sessione 
1880-81. Legge XIV*, Documenti No. 76, p. 7-27. 
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but others dwelt upon the impracticability of the eight-hour 
limitation because of the intimate connection of children’s work 
with that of adults. As tothe prohibition of Sunday work, it was 
noted by many in the enguéte that the practice of resting on holy 
days is general in Italy at present for adults also. Upon the limita- 
tion of women’s work there was the greatest difference of opinion. 
Some did not want even the simple provisions of the Cairoli 
bill; others thought that, in accordance with the example 
of foreign legislation, women should be thoroughly protected. 
This, in brief, is the result of the enguéte upon the regulation of 
the work of women and children. 

To these data must be added those obtained by the census of 
1881, which show that out of a population of about 3,500,000, 
including 1,601,669 females and 1,776,333 males, there were 
292,265 children between the ages of nine and fourteen employed 
in various manufactures. Girls were engaged especially in spin- 
ming and weaving, and boys in metal work; while in the manufac- 
‘ture of clothing the sexes were employed in about equal proportion. 
We have now all the data upon which was based the draft of the 
new law regulating the work of children, which was approved by 
the Senate, January 31, 1884, and by the Chamber of Deputies, 
February 11, 1886. 


III. 


This law is confined to the regulation of children’s work in 
factories, in quarries and in mines. According to the official 
regulation appended to the law, only those factories are con- 
sidered which use mechanical motors, or those in which not less 
than ten operatives are employed. Children under nine years 
of age are not to be placed in these establishments, and for under- 
ground work the limit is raised to ten years. Children under 
fifteen, in order to be employed, must present a physician’s cer- 
tificate to the effect that they are in good health and fit for the 
work in question. Children under fifteen are not to be employed 
at all in certain occupations designated as dangerous or unhealth- 
ful, while in other similar employments the work of such chil- 
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dren is limited in respect to the number of hours (eight) and the: 
character of the work.’ In article 9 the law extends the con- 
ditions respecting unhealthful work to night work, and prohibits. 
such work for children from nine to ten years of age and limits 
it to six hours for children from twelve to fifteen years of age.* 
The law prohibits such dangerous work as the management of 
engines or the polishing of machinery or apparatus for the trans- 
mission of power while in motion. Article 3 limits the work of 
children from nine to, twelve years of age to eight hours, while 
the official regulation provides for an intermission of at least 
one hour for meals in all cases where the number of hours of 
work exceeds six. The meals, moreover, are not to be eaten in 
places where work characterized as dangerous or unhealthful is 
going on. 

The execution of this law is entrusted to the Minister of 
Agriculture, Manufactures and Commerce, assisted by the Min- 
ister of the Interior. The inspection of the establishments to 
which the law applies is in the hands of the Engineers of Mines 
and the Inspectors of Manufactures? who, for this purpose, have 
free access to these establishments. Violations of the law are 
reported by them to the prefect, who in turn refers them to the 
judicial authorities; but these latter may institute proceedings 
at their own motion without waiting for such official complaint. 
The official regulations, moreover, contain provisions for checking 
the declarations of contractors who employ children, as well as 
the schedules of work, registers, time-tables, etc., of the children 
employed. Violations of the law are punished by a fine of from 

*For example, in mines children are excluded from the work of excavating and 
breaking up the minerals, placing the machines and management of the apparatus for 


extracting the metals. Carrying minerals on the head and shoulders is forbidden only 
to children under twelve years of age. 


?Exception is made in favor of factories whose work is necessarily continuous. 
In these the Minister of Agriculture, Manufactures and Commerce may permit the 
employment of children under twelve years of age; but only for six hours per day. 


3The Inspectors of Manufactures, besides supervising the factories, are to visit 
industrial schools and schools of arts and trades, and watch over the work of the 
associations among the owners of steam machinery. 
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50 to 100 lire for each child employed contrary to the law, and 
the fine may be doubled for a second offense. 

The law of 1886, whose chief provisions have been given 
above, is of narrow scope when compared with similar laws 
in other countries with respect to the industries to which it 
applies and with respect to the persons protected. The minister 
who proposed the bill explained its limitation to the great indus- 
tries by remarking that in such matters it is best to proceed 
gradually, because a restriction applied simultaneously to all 
industries is likely to cause too great a disturbance ; and, because 
of the large number of women employed in our industries, such 
disturbance, according to the minister, would have taken place if 
provisions regulating their work had been included in the law. 
The minister also expressed some doubt as to the utility of such 
regulations; but im this he is opposed by a majority of the 
Chamber of Deputies who, on the occasion of the discussion of 
this bill, voted an order of the day in which they demanded 
provisions for regulating the work of women. 

As to the provisions contained in the law as approved, they 
must be characterized as very conservative, even for a first 
attempt, and this is to be expected. In England and in other 
countries the supporters of laws for the protection of workmen 
in factories are aided in their efforts by the agricultural party, 
because of the antagonism existing in those countries between 
that party and the manufacturers; in Italy, on the other hand, 
there is a complete solidarity between these two parties; hence 
the difficulties in the way of carrying through any laws of this 
character. In fact, the minister, in proposing this bill, observed 
that the numerous bills upon the subject which had preceded his 
own, had failed chiefly because they were too radical; and all 
concerned with the bill, the minister proposing it and the chair- 
man of the parliamentary commission" that reported it, showed a 
disposition to be satisfied with a minimum of legislative interfer- 
ence if the bill could only be passed and so establish a precedent. 
One result of this state of things is the fact already mentioned, 


*The noted publicist, M. Luzzatti. 
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that many provisions which should be a part of the law are intro- 
duced only in the official regulations under it." 

We may now proceed to the study of the practical application 
of these legislative provisions. The regulations just mentioned 
enjoin, among other things, that it shall be the duty of the 
Minister of Agriculture, Manufactures and Commerce to present 
annually to the Chamber of Deputies a statement of the man- 
ner in which the law has been applied and the difficulties arising 
from its application. As a matter of fact such statements have 
been presented only twice, first in 1890,? and again in 1893.3 
These reports were compiled from the quarterly and annual 
reports of the Inspectors of Manufactures and of the Inspecting 
Engineers of Mines. There were two inspectors of manufactures 
who visited the factories in 1889-90, four in 1891, and three in 
1882, and even when assisted by other officials they were able, 
between July 1, 1889, to December 31, 1892, to visit only 544 
establishments. It is evident that there has not been a sufficient 
personnel whose sole duty it shall be to look after the excution 
of the law. As regards the mines the conditions are better, for 
the engineers, divided into ten sections, performed these duties 
while performing their usual duties as mining inspectors, and so 
succeeded in making, during this same period, 4265 visits. The 
minister, in his report of 1893, says: 


I am able to report, as generally observed, the regulation regard- 
ing the minimum age and the visits for the ascertainment of physical 
fitness; but, on the other hand, the limitation of the duration of work‘ 
both by day and by night, and the provisions left to the discretion of 
the manufacturers ; in short, all that tends to modify the progress of the 

*For instance, the provision regulating night-work which the Senate wanted to 
include in the law. 

2 Atti Parlamentari, Legge XVI", Sessione IV*, 1889-90, No. XIX. 

3 Atti Parlamentari, Legge XVIII", 1892-3, No. XI. 

‘The same report remarks that in many industries the contractors prefer not to 
hire the protected children, rather than submit to a limitation of hours; that in most 
factories the law is complied with in appearance only, by declaring that the hours of 


children’s work are limited to eight hours per day, and by affixing to the door of the 
factory the legal time table without putting it into practice. 
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economic administration is seldom lived up to, or, if it seems to be lived 
up to, it is observed in form but not in substance. Moreover, as 
regards the execution of the specific points of the law and of the 
official regulation, every one of them is subject to difficulties that can 
be remedied only by a recourse to more general and constant super- 
vision.* 

To obviate the difficulties arising from the lack of super- 
vision, Minister Lacava decreed, in March 1893, that agents of 
the judicial police should assist in the oversight of the execu- 
tion of the law and in looking out for violations. The minister 
remarks in his report of November 1893, that this provision had 
already good results; that the supervision had in this way been 
made more effective because it was more promptly and more 
generally performed. “In a few months the agents of the 
judicial police reported nearly 100 violations of the law, while 
from the first of July to the thirtieth of December 1892, only 
39 had been reported.” As some provinces had not yet been 
visited, the minister ordered a general inspection of all the fac- 
tories and mines of the kingdom to be completed within two 
years.?, This inspection shows the length of time required for 
bringing about a general observance of the law, and also how 
rare and often reluctant was the action of the local authorities 
in coéperating, as was their duty, in the execution of the law, 
which was even then in not a few places absolutely unknown. 

It appears from all this that the most important question in 
Italian legislation for the protection of laborers, and one that 
demands an immediate solution, is that of supervision of the 
execution of the present law. The measures taken by the 
minister were not sufficient for this purpose, because the agents 
of the judicial police lacked the technical skill required of 


* Atti Parlamentari, Legge XVIII*, 1892-3, p. 57. 


*In 1893 the inspectors and engineers made 594 visits to the mines and 892 to 
the factories. Add to this the visits of the judicial police and we have the total num- 
ber of visits made in 1893, which exceeds by a third the total number from 1887 to 
1892 (Relazione della Commissione All® 2 Atti Parlamentari, Legge XVIII*, No. 244°). 
In the first three quarters of 1895 there were 756 visits to the factories by the inspect- 
ors and engineers, and 521 to the mines. 
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inspectors, and their official position also aroused the distrust of 
both employers and laborers. The question of supervision has 
not been solved in Italy as elsewhere by the appointment of a 
special corps of inspectors. The fears expressed so often in 
speaking of the creation of new functionaries do not seem to me 
well founded. If the powers of the state are increased it is clearly 
necessary to find officials suited to the new functions. 


IV. 


The law of 1886 took the first timid step toward legislation 
for the protection of labor in Italy. To this succeeded a new 
period of preparation which we may hope will soon be brought 
to a close by the law recently presented to Parliament by Min- 
ister Barazzuoli, which provides for the creation of a corps of 
factory inspectors. During this new period of preparation a 
few data upon the labor of children have been furnished by the 
factory inspectors and the engineers of the mines. There is also 
some important though incomplete information at hand regard- 
ing the work of women in factories, furnished by an enguéte 
conducted by Minister Lacava in 1893. Finally, the aims and 
purposes of the Berlin conference for the protection of labor 
held in 1890 became a sort of guide for subsequent legislation 
and influenced the bills brought forward in Italy during this 
period. 

The data furnished by the inspectors and engineers during 
this period are as follows: In 1891, among 220 industrial estab- 
lishments belonging to sixteen provinces, there were employed 
5830 children. Of these 105 or 1.8 per cent. were between nine 
and ten years of age; about 10 per cent. were between ten and 
twelve years, while the remaining 88 per cent. were from twelve 
to fifteen years of age. In 1893 the proportion of those between 
nine and ten years had fallen to .82 per cent.; that is, there 
were only 59 children of this age out of 9192. In the quarries 
and mines visited in 1892, out of 11,159 boys employed 
353 or 3.2 per cent. were found to be under ten years of age, 
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while among those visited in 1893 there were only I01 out of 
8121 or 1.24 per cent." 

According to the results of the enguéte carried on by Min- 
ister Lacava, which covered fifty-five provinces, the number of 
women employed in the factories of those provinces was 264,500.? 
Out of 74,912 females employed in nine of those provinces, 
14,055 were between nine and fifteen years of age and therefore 
came under the protection of the law of 1886 ; while the remaining 
60,855 were above the age of fifteen. In the five provinces that 
furnished information on the status of the employees there were 
reported 41,022 unmarried, and 10,904 married women or widows 
out of a total of 51,926. In general the prefects who superin- 
tended the inquiry showed themselves favorable to the total or 
partial prohibition of night work for women, as also to the limita- 
tion of their day’s work (many favored the ten hours day) and 
the prohibition of their employment in unhealthful and danger- 
ous work, and finally to the prohibition of work to mothers for a 
specific period after childbirth.3 

The first bill that, based upon the facts above recited, sought 
to modify the law of 1886 by extending its action, was that of 
Minister Lacava which was presented to the Chamber of Depu- 
ties November 23, 1893, and was given a favorable report from 
the parliamentary committee by San Giuliano, but through usual 
parliamentary changes it failed to come up for discussion. 
The most important modification found in the bill is a series of 
provisions for regulating the work of women; though it also 
contains some new provisions regarding the work of children. 
In this bill, which also restricts its action to the regulation of 
work in the great industries, the limit of age for employment in 
factories remains at nine years, as in the law of 1886;4 but it 

*See the Report of San Giuliano. <Avtit Parlamentari, Legge XIX*, First Session 
1895, No. 594. 

*According to the census of 1881 there were 1,601,699 women employed in Italian 


factories, of whom 153,185 were from 9 to 14 years of age. 
3Atti Parlamentari, Legge XVIIL4, First Session, No. 262. 


4The parliamentary committee proposed a minimum age of 10 years. Atti Par 
damentari, Legge XVIII4, First Session, No. 2424. 
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raises the age for employment in underground work from 
ten to twelve years, and entirely prohibits the employment of 
women in certain kinds of work in sulphur mines. The prohibi- 
tion of work in unhealthful and dangerous industries was also 
extended to include women under twenty-one years of age. The 
prohibition against night work was extended to include women 
who had hitherto been excepted from such prohibition, that is 
to say, to women from fifteen to twenty-one years of age. More- 
over mothers were prohibited from work for four, or in excep- 
tional cases for two weeks after childbirth. The law of 1886 
applied the eight-hour limit only to the work of children from 
nine to twelve years of age. According to the new bill 
such children are to work only six hours per day, thus facilitat- 
ing the double system of shifts. Moreover the limit of ten hours 
was extended to include children from twelve to fifteen years of 
age, and that of twelve hours to women from fifteen to twenty- 
one. The provisions also enjoin proper holidays and daily inter- 
missions. Supervision, as in the law of 1886, was entrusted 
to the Inspectors of Mines and of Manufactures, to the officials 
of the judicial police and to other public functionaries. 

This bill was followed by that of M. Barazzuoli? at the last 
session of Parliament (November 1895) and as this, in a slightly 
modified form, is doubtless destined in a short time to become 
a law, it deserves closer examination. Besides the ministerial 
report upon the bill, we have also that of the parliamentary com- 
mittee,3 and a study of these two will give the dominant fea- 
tures of Italian legislation on this subject at the present time. 

The Barazzuoli bill aims to give fuller effect to the protec- 

*The parliamentary committee pronounced itself opposed to this provision, (1) 
because “with the exception of the justifiable provision concerning night work, the 
inspiring principle of this bill is the protection of minors ;” (2) on account of the 


unprosperous condition of our laboring classes; (3) on account of the great and 
apparently insurmountable difficulties in the way of its execution. 


*Atti Parlamentari, Camera dei Deputati, Legge XIX *, First Session, 1895, Docu- 
menti No. 59. 


34tti Parlamentari, Camera dei Deputati, Legge XIX *, First Session, 1895, Docu- 
menti No. 594. 
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tion afforded children by the law of 1886, and to extend the 
protection of the state to women employed in the great indus- 
tries, while it seeks at the same time to justify this action of 
the state under the principle of protection of minors, and regards 
as exceptional the few provisions which do not fall under that 
principle. It is characteristic of the attitude of most Italians 
upon such questions to recognize only with reluctance the 
right of the state to interfere for the defense of society, and to 
seek to reconcile the provisions that define such intervention 
with the older ideas of the so-called liberal school. We shall 
soon see how this way of looking at the subject has led to not 
a few contradictions. 

The first article of the Barazzuoli bill raises the limit of age 
for children from nine (law of 1886) to ten years. This modifi- 
cation of the law of 1886, which was accepted also by the par- 
liamentary committee, is justified by the laws of health and the 
experience of other countries and will not seriously disturb the 
national industry, since, as is shown by the latest statistics, the 
number of children employed below the age of ten is rapidly 
diminishing; further the change is demanded by the great manu- 
facturers’ associations, especially those of the cotton and silk 
industries. One of its effects will certainly be to cause tem- 
porary loss to the households which have children employed 
between the ages of nine and ten or else these parents will be 
foolishly led to place such children in small establishments. As 
to the first of these consequences, it is inevitable in a law of 
this sort especially in times of financial depression, but the 
loss will be made good to these families by the more effective 
labor of such children after they have reached the age of ten; 
while the unfortunate results suggested by the second objection 
can only be avoided by a general law for the protection of 
children. 

Article I also prohibits the employment of women and of 
children under twelve in underground work. Few children 
under twelve years of age are employed in the mines of Italy, 
except in the Sicilian sulphur mines, and even there the num- 
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ber is constantly diminishing. In 1887 the children between the 
ages of ten and twelve made up 36.5 per cent. of the whole 
number of children employed in these mines; while in 1892 
they formed only 21.5 per cent., and in 1893 only 17.7 per 
cent. of the whole. The necessity of raising the limit of age 
for the admission of children to underground work in mines 
is, as has been seen, generally recognized; it would have been 
possible, with shrewd management, to extend this limit beyond 
the age of twelve, but this would certainly injure many inter- 
ests in Italy. Even the limit of twelve years will be a heavy 
blow to certain industries and especially to the Sicilian sulphur 
interest in its present critical condition; but on the other hand 
reform is especially needed in this industry because it is here 
that children are employed to carry minerals on their backs 
up steep ascents, to the serious injury of their physical devel- 
opment. Then, too, the embarrassment that might follow the 
execution of the law would be diminished by the technical 
progress that this industry has recently made, while, as the 
demand for work has been lessened by the closing of many 
mines on account of the crisis, a legislative act that diminishes 
at the same time the opportunity for work would seem to offer 
a great advantage at present. As to the prohibition of under- 
ground work to women, it is found in all the bills and was 
sanctioned by the unanimous vote of the delegates to the confer- 
ence of Berlin. 

Another important provision of the bill is the prohibition of 
night work to children under twelve and to women under twenty- 
one. The parliamentary commission wished to modify this pro- 
vision so as to forbid night work to children of both sexes under 
fourteen years of age and to limit its duration to ten hours for 
boys from fourteen to fifteen years of age and for women under 
twenty-one. Afterthe promulgation of the law for three years 
they wish night work to be prohibited also to both the latter 
classes. The reasons which induced the committee to propose 
this modifiqation are ably set forth in the masterly report of the 
committee given by M. Di San Giuliano. According to this 
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report night work is not in use to any great extent in Italy, 
especially for children. It is most profitable for factories which 
employ water power, and it is in these that the night work of 
girls and women is chiefly done. The cotton industry, especi- 
ally, employs 100,000 night operatives and turns out nearly one- 
third of its total production by means of night work. The results 
of night work, especially that of boys, are very unsatisfactory, 
and many manufacturers maintain it merely for the sake of com- 
petition, and that is the reason the association of cotton manu- 
facturers decided by a large majority to ask for a law abolishing, 
within three years, the employment in night work, of children 
under fifteen and women under twenty-one. Moreover, night 
work is injurious to the health of operatives, especially to those 
of tender years. Limitation having been accepted in principle, 
the question now is to discover the best method of giving it 
effect. According to the report of the committee and the opin- 
ion of many manufacturers, it is better to raise the limit of age 
for admission to night work than to limit it in a manner incom- 
patible with the proper organization of industry. The limit of 
six hours proposed by the minister for boys from twelve to fifteen 
would hardly be practicable on account of the relation between 
the hours of work of children and those of adult operatives ; and 
besides it would be a disadvantage to the boys, morally and 
physically, to go out from the factories in the small hours of the 
night. 

Such are the reasons which have induced the parliamentary 
committee to suggest the above modification to the Barazzuoli 
bill. The period of three years between the promulgation and 
the execution of the law is conceded in order that industry may 
adapt itself to its newconditions. I am perfectly in accord with 
the parliamentary committee, except on the one point of 
restricting the protection of women to minors or those under 
twenty-one years of age. The reason given by the committee 
in favor of the protection of minors, namely, that “they usually 
take very little care of themselves and rarely heed the necessity 
for rest,” applies with equal force to women at all ages. Like- 
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wise the more general consideration that the proposed limitation 
would be profitable to the cotton industry which is suffering from 
over-production, is just as cogent when applied to the prohibition 
of night work for all women. Moreover, in the preliminary 
period of three years before the execution of the law the passage 
from the present system to the one for which I am speaking can 
be accomplished with comparative ease. 

Another article of the bill prescribes that mothers shall not 
return to their work within one week after child-birth. The 
parliamentary committee which examined the bill of 1893, 
expressed themselves as opposed to the provision in that bili on 
this subject on account of the difficulty of putting it in execution 
and also because it deprived the mothers of their wages at the 
time of their greatest need. The committee which examined 
the provision of the present bill, after long discussion, declared 
themselves in favor of it. 

Another important innovation which it is proposed to embody 
in the present law is contained in article 7 of the bill which deals 
with the hours of daily work. According to the ministerial bill 
this provision comprises the following points: 

1. From six to eight hours per day for children under twelve 
years of age. 

2. Ten hours per day for children from twelve to fifteen years 
of age whose time has not been otherwise limited. 

3. Twelve hours per day for women from fifteen to twenty- 
one whose time has not been otherwise limited. 

4. The requirement as to rest shall be transferred from the 
official regulation to the law, such requirement to be extended 
to include women under twenty-one years of age and the rest 
period to be doubled when the period of daily labor exceeds 
eight hours. 

The bill of the parliamentary committee proposes instead : 

1. To exclude children of both sexes under twelve years of 
age from certain industries to which they are now admitted by 
adding a third category to the list of unhealthful and dangerous 
work already dealt with by the law of 1886. 
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2. To maintain the actual period of eight hours per day for 
those occupations in which they may still be employed. 

3. To prescribe as the length of the day’s work the single 
maximum limit of twelve hours in the twenty-four for children 
of both sexes from twelve to fifteen years of age and for women 
from fifteen to twenty-one. 

The report and subsequent proposals of the parliamentary 
committee are based upon an accurate study of facts; but the 
report is defective in that it considers too exclusively the opin- 
ions of employers, while those of the laborers are not taken into 
account at all, although they seem to be different from those of 
the employers even in regard to the hours of labor, to judge from 
the frequent strikes due to this cause. Moreover, as it seems to 
me, the conclusions of the committee. show that the recent 
observations upon the relations of the daily work period to the 
productiveness of labor, have not been considered with sufficient 
care. 

As regards the exclusion of children under twelve years of 
age from certain kinds of work, especially from those depart- 
ments of the cotton and silk industries that are unhealthful, and 
from others in which they are intimately connected with the 
work of adults, I am in accord with the parliamentary committee, 
and such exclusion is less likely to disturb these industries from 
the fact that on account of the eight-hour provision of the law 
of 1886, the number of children of the above age employed in 
them is greatly diminished. I am not, however, in accord with 
the proposal of the committee to leave the eight-hour limit for 
other children from ten to twelve years of age. This limit, com- 
pared with that of other countries, seems to me too high, and 
besides, I do not think a limit of six hours or even of five and one 
half, with the double shift involved, impossible of attainment; 
this seems also to be borne out by the experience of other coun- 
tries. Moreover, numerous examples given in the report of the 
parliamentary committee show that in very many industries even 
the eight-hour term for children from ten to twelve, though it 
has not seriously disturbed the industrial system, has led to the 
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discharge of the children of that age. What advantage will 
there be in maintaining that limit if the children are all dis- 
charged? Where thechildren are retained in spite of the shorter 
term, as, for example, in the bobbin-winding department of the 
silk industry, it simply proves that their work is independent, 
and not bound up with that of adults; hence that there would 
be in such cases no trouble in changing the limit from eight 
hours to six. The only industry where it may be advisable to 
maintain the eight-hour limit is the Sicilian sulphur industry, 
where the adult miners generally work eight hours per day, but 
where, on account of the decreasing demand for labor, no harm 
would be done if the supply should likewise be diminished by 
the exclusion of a few children from ten to twelve years of age. 

In regard to the principle of a day of uniform length for all 
other protected classes, as is desired by the manufacturing classes 
and proposed by the parliamentary committee, it may be 
observed that differences in the hours of work which prevail in 
other countries have not impeded industrial development; but 
even if the desired uniformity be attained, I think the limit ought 
not to exceed eleven hours, and that protection should at the 
same time be extended to all women. It seems unreasonable to 
limit the protection of women to minors, for with our social con- 
ditions women are no more independent and are in no better 
position to protect themselves after they have attained their 
majority than before. The extension to adult women of the 
protection of the law, and the consequent diminution of the 
hours of daily labor, giving a wide opportunity for employment, 
especially in certain industries, is sure to bring a general diminu- 
tion of the hours of labor in factories, just as was the effect of 
the ten-hour law in England. But I believe that a gradual 
diminution of the hours of labor in factories not only will not 
be injurious, but will on the contrary be helpful to industry. 
The experience of many manufacturers summed up in a recent 
work of Professor Brentano’s shows that the shortening of the 
hours of labor is generally made good by the greater diligence 
of the workmen, who, being less exhausted and debilitated, work 
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more energetically, so that production is not at all diminished 
by the diminution of the hours of labor. Further, that in indus- 
tries where there is a diminution of production on account of 
the shorter day, employers are stimulated by the higher prices 
of products to introduce improvements in the equipment and 
organization of their industries. In applying these considera- 
tions to our special case, I may observe that the twelve-hour limit 
prevails in practice in Italian industries, and therefore the various 
industrial associations demand a maximum work day of twelve 
hours ; but the state, for the sake of the laborer and the well-being 
of industry in general, should goa step farther and carry the limit 
to eleven hours. Nor can it be said that Italian industries are 
unable from lack of capital to put up with this limitation, for 
the rapid growth of the cotton industry and the extension of 
weaving in the silk industry show that the two industries chiefly 
affected by such limitation do not lack capital. And, moreover, 
if Italian industries have to bear heavy restrictions, they are also 
heavily protected, and it is well known that well-protected indus- 
tries are able to increase their export trade while making the 
national consumers pay the general expenses of production. 
Another important provision of the law requires one day of 
rest per week, for boys under fifteen and women under twenty- 
one; since this custom, as has been mentioned, is generally 
observed in Italy, this provision will not meet serious opposi- 
tion. 

In regard to the important question of supervision, the present 
bill offers merely the provisions of preceding bills which we have 
already discussed. The minister has therefore presented another 
bill dealing especially with this subject. The propriety of separa- 
ting two questions so closely connected might perhaps be crit- 
icised, but it is doubtless a matter of parliamentary tactics, the aim 
being not to concentrate upon the bill proper, which was in part 
opposed by those interested, the opposition of other elements likely 
to be aroused by the prospective expense of an effective super- 
vision. 

By the bill dealing with industrial supervision presented to 
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the chamber on July 10, 1895,’ a corps of Industrial Engineers, 
forty-six in number, aided by the Engineers and Assistant Engi- 
neers of Mines, in order to put into execution the law relating to 
the work of women and children, shall have competence over 
the supervision of mines, tunnels, quarries and factories. These 
engineers will also have other duties, as the inspection of indus- 
trial schools, etc., but their very number will be a guarantee that, 
with the assistance of the judiciary officials, they will be able 
effectively to supervise the execution of the law. 

In summing up the bill for the protection of women and 
children presented by M. Barazzuoli, though: it does not attain 
the ideal that even under present conditions in Italy should be 
aimed at in the line of industrial protection, its passage, never- 
theless, marks an important step taken by the Italian state in 
the performance of its social duty. 

RoMOLO BROGLIO pD’ AJANO. 

RoME, ITALY. 


* Atti Parlamentari. Camera dei Deputati. Legge XIX*, Sessione 1895. Docue 
menti No. 107. 











TRANSPORTATION ON THE GREAT LAKES OF 
NORTH AMERICA. 


Many circumstances have recently directed the attention of 
the people to the transportation facilities of the Great Lakes. 
The rapid expansion of lake traffic, the increasing size of lake 
vessels and other developments of a similar character have 
interested the curious; while the vital significance of cheap 
carriage to the lumbering, mining and farming interests, has 
compelled the people engaged in these industries to give 
the various questions connected with lake shipping the most 
careful consideration. And the whole subject of inland water- 
ways has been forced upon the attention of men in public life 
by the appeals that have been made to Congress for large appro- 
priations for the immediate improvement of existing channels 
and the speedy construction of a deep waterway from the Great 
Lakes to the sea. Notwithstanding this widespread interest in 
the shipping of the lakes, and its far-reaching importance to 
several of our great national industries, the subject has been well- 
nigh neglected by writers on transportation. 

The statistics of the commerce of the Great Lakes are not 
as comprehensive as might be desired and consequently it 
becomes somewhat more difficult to set forth its development. 
It was not until the year 1889 that statistics covering the move- 
ment of freight upon the whole lake system were collected." 

This deficiency is, however, in a very large measure made 
good by fairly complete information concerning the commerce 
passing through the St. Mary’s Falls Canal? and the Detroit 

*In 1852 a special report was submitted to Congress entitled Andrew's Report on 


Colonial and Lake Trade that covered the subject somewhat thoroughly, but the period 
considered antedates that of this paper. 


* This gateway is commonly known as the “Soo” Canal. 
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River. From a statistical point of view these channels hold very 
important positions in lake transportation. All of the com- 
merce going to and coming from Lake Superior passes through 
the St. Mary’s Falls Canal, and fortunately we are in posses- 
sion of very complete statistics of the traffic moved through it 
from the date of its opening in 1855. The other and much more 
important channel is the Detroit River, connecting lakes Erie 
and St. Clair. It is to be regretted that we do not possess 
equally satisfactory statistics of the commerce passing through 
this latter gateway. As the local traffic on the Great Lakes is 
comparatively insignificant, and as the long distance freight 
passes through one or both of these channels, the two sets of 
figures will provide a fairly accurate idea of the growth of the 
commerce upon the whole system and its various main divisions. 
For instance, if it wete known how much east-bound freight had 
passed through the Detroit River in a year and it were also 
known how much freight had passed through St. Mary’s Falls 
Canal eastward bound, we could determine approximately the 
amount of freight that originated in Lake Michigan ports ; for 
the freight that originates in the ports of Lake Huron’ is com- 
paratively small in amount, and as its volume is definitely ascer- 
tained in the census years it could be estimated with consider- 
able accuracy for the intervening years and proper deductions 
made. 

The growth of the commerce of the Great Lakes as reflected 
by the increased amount of traffic passing through the Detroit 
River is disclosed by the following figures, which have for the 
most part been taken from the reports of Col. O. M. Poe, U.S.A., 
Corps of Engineers. The statement covers the traffic passing 
both up and down the river and is compiled from the returns of 
the custom houses. 

* For the last census year 1889 the combined shipments from lakes St. Clair and 


Huron to all lake and St. Lawrence River ports amounted to but 2,344,451 tons.— 
Eleventh Census, Transportation Business, Part II, p. 309. 
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Assuming now that these figures are correct, we find that 
although there has been a substantial increase in the amount of 
the traffic passing through this channel, yet the increase has not 
been sufficiently rapid to warrant the use of superlatives in 


"Brief of the Lake Carriers’ Association, in Opposition to the Placing of Bridge 
Piers in the Detroit River, p. 19. This document was prepared by Mr. C. H. Keep, 
who, for some years, has been secretary of the Lake Carriers’ Association. 

*Report on the Internal Commerce of the United States for the Year 1891, p. xxxix. 
The figures do not in any case include the tonnage of Canadian vessels, a large num- 
ber of which use this channel. During the year 1890, according to the estimate sub- 
mitted by Col. Poe, 3500 Canadian vessels, having an aggregate registered tonnage of 
350,000 tons passed through the river. Neither is the tonnage of the vessels not clear- 
ing from a custom house included in the table. This class of vessels may, however, be 
ignored without materially affecting the correctness of the results. For the year 1890 
Col. Poe estimated the cargoes of these vessels at 150,000 tons. 

3For the freight tonnage of 1889 see Zleventh Census, Transportation Business, 


part ii, p. 275. 

4Annual Report of the Chief of Engineers, 1892, p. 2482. 

SIbid, 1893, p. 3036. 

*Jbid, 1894, p. 2378. 

1Ibid, 1895, p. 3068. The freight tonnage for 1891-1894 includes only such staples 
as were shipped on vessels that cleared from some United States port. 

*Brief of the Lake Carriers’ Association, in Opposition to the Placing of Bridge 
Piers in the Detroit River, p.15. The government engineer in charge of the river has 
not yet compiled his statements for 1895. 
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describing it, as has become the custom with writers upon lake 
transportation. Although the increase from 1873 to 1880 was 
rapid, yet during the decade ending with the year 1889 there 
seems to have been absolutely no increase in the commerce 
passing through this channel. This is made the more difficult 
of comprehension by the fact that there was a considerable 
increase of traffic upon the railroads of the country during this 
decade. From the year 1889 the gain has been substantial and 
bids fair to continue. The Canadian tonnage passing through 
this channel has not appreciably increased. It would seem 
therefore in the light of the figures given that it is hardly justi- 
fiable to apply such terms as “marvelous” and “ phenomenal” 
to the growth of the traffic passing through the channel connect- 
ing lakes St. Clair and Erie. 

Turning now from the Detroit River to the other statistical 
key, the St. Mary’s Falls Canal, the table on the following page, 
taken from a report of General Superintendent Wheeler,’ shows 
the growth of traffic upon the Lake Superior division of the lake 
system. 

The very rapid increase in the tonnage passing through the 
St. Mary’s Falls Canal is in striking contrast with the very slow 
increase of that passing through the Detroit River. The growth 
of the traffic through the former gateway has also been much 
more steady than the growth of the traffic through the latter. 
Since the year 1880, the volume of business passing through the 
St. Mary’s Falls Canal has increased with surprising rapidity. 
This has been due for the most part to the astonishing develop- 
ment of the iron mines of the Lake Superior region during the 
last fifteen years. The amount of iron ore shipped from Lake 
Superior in 1880 was but 677,073 net tons. Since 1884, there 
has been a very rapid increase in the amount. For the season 
of 1895 the shipment of iron ore slightly exceeded 8,000,000 
net tons and constituted a little more than one-half of the total 
movement of freight through the canal. Lumber, grain, flour, 
and coal are the other items which have made the largest con- 
tributions to the increased freight movement. 


*Mr. Wheeler is the government engineer in charge of the canal. 
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The facts have now been presented showing the development 
of the traffic through the St. Mary’s Falls Canal and the Detroit 
River. Inconclusion I shall present the facts we have in regard 
to the growth of business upon the whole system. The tenth 
census gives the amount of freight carried by steam vessels, but 
it was not until the eleventh census that the total volume of 


* The canal was not opened until June 18, 1855. 


? No record was kept until June 1881. 
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freight moved on all kinds of vessels was ascertained. The total 
amount of shipments from American ports for the last census. 
year, or 1889, was 25,027,717 net tons. Col. Poe, in his reports 
to the Chief of Engineers, states that the registered tonnage that 
cleared from all the collection districts on the chain of the lakes 
for the year 1893 was 34,571,208 tons* and for the year 1894,” 
was 37,565,229 tons. Asa rule the freight tonnage is in excess. 
of the registered tonnage. Assuming that the freight tonnage 
was just equal to the registered tonnage we have in the five-year 
period under consideration a gain in the freight movement on the 
whole lake system of 12,537,512 tons, which represents a gain of 
a trifle more than 50 per cent. In 1889 all the railroads in the 
United States carried 619,166,000 tons of freight*+; in 1894, 675,- 
129,747 tons. There was therefore in the five years a gain of 
55,963,747 tons, a trifle more than 9 per cent. The comparison 
therefore is very favorable to the lakes. 

Several striking facts concerning the character of lake trans- 
portation are brought out by the traffic statistics. Probably the 
first to arrest one’s attention is its extreme simplicity; it is in 
the main made up of but very few commodities. The articles 
which constitute the great bulk—almost the whole—of the 
freight moved, are the crude products of the extractive industries. 
The mines, the grain fields and the forests of the territory about 
the Great Lakes are the sources in which the traffic originates.. 
During the last census year the three commodities —coal, iron 
ore and lumber—contributed 75.73 per cent. of the total ton- 

* Report of the Secretary of War, Vol. 2 (1894), part iv, p. 2378. 

? Annual Report of the Chief of Engineers (1895), p. 3068. The figures for 1894 do. 
not include Canadian tonnage; the report for the previous year leaves the point in 
doubt. 

3The freight tonnage has been considerably in excess of the registered tonnage 
in case of the St. Mary’s Falls Canal. Lieutenant J. B, Cavanaugh in a report to 
Brigadier-General William P. Craighill, Chief Engineer, says: “Since 1885 the freight 
tonnage has exceeded the registered tonnage on an average by about 8 per cent.” 
Fifty-fourth Congress, first session, House of Representatives, Document No. 110. 
The figures covering the commerce of the Detroit River also show that the freight. 
tonnage usually exceeds the registered tonnage. 


4 Statistical Abstract (1895), p. 325. 
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nage of the lakes; and grain and mill products contributed 
16.15 of the remaining 24.27 per cent., thus leaving but 8.12 per 
cent. undistributed.*. During the navigation season of 1895 there 
passed through the St. Mary’s Falls Canal 15,062,580 net tons 
of freight. To this amount iron ore, coal, grain and flour, and 
lumber contributed 14,329,718 tons. 

The traffic of the Detroit River presents the same simplicity 
as that of the St. Mary’s Falls Canal. Several of the articles, 
however, which were rather insignificant among the commodities 
sent through the St. Mary’s Falls Canal attain some little impor- 
tance among the items of the freight passing through the Detroit 
River. During the navigation season of 1894, iron ore and 
finished iron, coal, grain and lumber (not including logs) con- 
tributed almost 20,500,000 tons to the 24,263,868 net tons of 
freight passing through the river. In order to more clearly set 
forth this simplicity I shall insert a detailed statement of the 
commerce passing through these two channels. 

Statement of the freight traffic through the St. Mary’s Falls 
Canal for the season of 18957: 











Items Total traffic 3 

Coal: 
ee OE CORI ocn te civisesscecewsa 440,477 
I MIN. 6.46 wibatennccecseesen ee 2,133,885 
Se ere eee 8,902,302 
RR ci ei pbke dnd beaded ancen 46,218,250 
Grain, excluding wheat (bushels) ........... 8,328,694 
Manufactured and pig iron (net tons)........ 100,337 
aks iki ach cena eee ndiaeies eae 269,919 
ND CI IDK dns cocccsndeeesconceces 107,452 
Dit MN EID 56s acc ccncerscntisigess 8,062,209 
IE EE OY NN 0 6:64: 6 heen on6e0d wees 740,700 
Silver ore (net tons).............. hgh eees 100 
Building stone (net tons)..............+e00. 23,876 
Unclassified freight (net tons).............. 463,308 








* Eleventh Census, Transportation Business, part ii. p. 308. 

*The commerce passing through the Canadian canal is included. 

3 This statement was taken from the report to the Chief Engineer, U. S. A., made 
by Lieutenant J. B. Cavanaugh, Corps of Engineers, upon statistics of the commerce 
passing through St. Mary’s Falls Canal during the season of 1895. See 54th Con- 
gress, first session, House of Representatives, Document No. 110. 
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Commerce of the Detroit River during the season of 1894, 
comprising staples only, and only such staples as were shipped 
on vessels that cleared from United States ports :* 

















Commodities Amounts Tons 

Disses ik GU GND WIAs wc ohh casei rode cceccahticenssnetsauen 6,448,445 
Copper OF€...ccccccccccccscccccccvcccscscccsleces cons scccecs 99,573 
I io o.dib. cance ncndeen tas ngessubonsendedintasebeseheeade 412 
Cin ion ho ksnddecssndsansesieceneswensssesesshiinsanas o445505 6,264,590 
Re IUD oo 0:0: 6 060 0'6: 0:00. 60's.6 0000 vetsennctloses oss cusexens 508,000 
Comet GORIITIE) <.onccc.s cece tecccwcnsaccese 917,265 114,000 
choi wdsesscsdtccdcgeececceesen 57,337,278 1,749,600 
Picts cacnsn esas tesaquudaakenen 14,810,482 1,487,048 
Ce I 6 6 6.5 6. 000:500:6-0 66005400000 06 ndeN eS 46,394,308 1,800,000 
Cae GIN nn 0:0 Wa 0h: s:000:80 505006 s0see0 Ks 31,000,000 511,500 
Rye, barley and malt (bushels)...........++..00- 1,556,000 38,700 
Flax and grass seed (bushels) ............-.006. 555,968 33,000 
Shingles and laths (pieces) ...........eeeeeeee- 180,000,000 42,000 
Telegraph poles (pieces)......ccccccccccccccees 109,000 30,000 
eT SS EPO Pre rrr irre Cree 218,000,000 327,000 
ROE Bl i BE 66 0 hcs osecsonwinscackensics 1,109,165,000 2,150,000 
POOVIORS TROTNORED «6.65 cs cccccscscesesisees 341,000 560,000 
Merchandise (packages). .....- 2... cccs cece cece 5,450,000 2,100,000 

WOE icin cccdcdpedecseedticn bsncddscddaanenssaneessee 24,263,868 











The great preponderance of east-bound over west-bound 
freight is another of the conspicuous features of lake transporta- 
tion. During 1890? the total east-bound traffic from United States 
ports amounted to 15,670,156 net tons.3 Although the excess 
of east-bound over west-bound is very large in the case of the 
Detroit River it is still more characteristic of the traffic passing 
through the St. Mary’s Falls Canal; moreover present indica- 
tions go to show that the equilibrium will be still more disturbed, 
for the east-bound freight through the canal has recently been 
increasing at a more rapid rate than the west-bound. For the 
navigation season of 1895, the east-bound freight passing through 
the United States and Canadian canals at the outlet of Lake 


"Annual Report of the Chief of Engineers (1895), p. 3068. 


*This is the latest year for which we have official statistics that distinguish 
between east and west-bound traffic passing through the Detroit River. 


3 Internal Commerce of the United States (1891), p. xxxix. The limitations found 
in notes 2 and 7 on p. 334, apply here also. 
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Superior amounted to 12,029,657 net tons,’ while the west-bound 
tonnage was but 3,032,923 net tons, or a little more than one- 
fourth that of the east bound. The difference in volume 
between the east and west-bound freight is not so great in the 
case of the business to and from Lake Michigan as it is in the 
case of the other lakes. The west-bound freight consists almost 
entirely of the one commodity—coal. In 1890 it constituted 
almost five-sixths of the west-bound traffic of the Detroit River, 
and during 1895 it formed somewhat more than five-sixths of 
the west-bound traffic through the St. Mary’s Falls Canal. The 
great disparity which exists between east-bound and west-bound 
freight on the lake system as a whole is largely due to the fact 
that, as a nation, we ship by all routes much more freight to the 
east than we receive from the east. Inequality of east and west- 
bound shipments is not peculiar to lake transportation— it also 
characterizes railroad traffic. This disproportion is explained by 
the fact that in exchange for its heavy products of the mine, field 
and forest the west receives the manufactured products of the 
east and of foreign countries. The finished products received 
in exchange do not of course even remotely approach the crude 
products in weight and bulk. 

The local freight business of the great lakes is very small; 
nearly the whole of the freight moved is carried from one end of 
the lake system to the other. About four-fifths of the iron ore 
mined in the Lake Superior region is carried to Lake Erie 
ports; nearly the whole of the grain and flour moved on Lake 
Superior is shipped from Duluth and West Superior, at the 
extreme western end of the lake, to Buffalo at the extreme west- 
ern end of Lake Erie, or a distance of approximately 1000 statute 
miles; the bulk of the freight moved out of Lake Michigan 
originates in Chicago, at the extreme southern end of the lake, 
and is transported to Buffalo at the other end of the lake system. 
Lumber, the one large item remaining of the east-and south- 
bound freight, is also, for the most part, long-distance freight, 


* These figures were taken from a statement kindly furnished me by General 
Superintendent Wheeler, the government officer in charge of the canal. 
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but its places of origin and destination are so numerous that this 
fact cannot be easily pointed out. The west-bound traffic, as 
has already been stated, consists almost entirely of the one article 
coal. It forms return cargoes for the vessels bringing iron ore, 
grain and flour from the head of Lake Superior and grain from 
the head of Lake Michigan to Lake Erie ports, and is, there- 
fore, also long-distance freight. 

The large items of lake commerce have now been considered 
and it has been found that in general they may be regarded as 
long-distance freight. This is equally true of most of the other 
items and of the package freight, but limitations of space forbid 
a detailed examination of the various items. 

The reader will have observed the importance of the through 
traffic and the relative insignificance of the local traffic upon the 
great lakes. The shipments of iron ore from the Lake Superior 
region for the last census year (1889) amounted to 7,677,107 net 
tons, or a little less than one-third of the freight moved upon the 
whole chain of lakes during that year. Of this amount 6,490,- 
518 tons, nearly six-sevenths, were received at Lake Erie ports. 
The total shipments of wheat, corn and other grain, amounted 
to 3,401,881 tons, and of this amount 3,008,901 tons were 
shipped from the ports of Lakes Michigan and Superior. The 
receipts at Lakes Erie and Ontario and at the St. Lawrence River 
ports aggregated 2,902,378 tons. The total shipments of mill 
products amounted to 894,123 tons, and of this amount 825,637 
tons were shipped from the ports of Lakes Michigan and Superior. 
Lake Erie receipts amounted to 814,410 tons. The total move- 
ment of coal and coke was 6,105,799 tons. The shipments from 
Lake Erie ports aggregated 5,196,182 tons and the receipts at 
the ports of Lakes Michigan and Superior were 4,619,696 tons. 
General Superintendent Wheeler reports that the average distance 
which the 15,062,580 tons of freight, which passed through the 
St. Mary’s Falls Canal in 1895, were carried, was 830 miles. 
And in a brief recently prepared by Mr. C. H. Keep for the Lake 
Carriers’ Association, it is stated that the average length of 
haul for the 29,000,000 tons of freight which passed Detroit in 
1895 was 750 miles. 
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Far reaching changes in the instrumentalities employed in 
the movement of lake commerce have lately taken place; not 
only has there been a very rapid increase in the size of the 
vessels but there has also been a revolution in the materials used 
in their construction and in the motive power employed. In 
1870 the average size of the sailing vessels on the lakes was 156 
tons; a decade later it had increased to 209 tons, and two 
decades later to 258 tons, while in 1895 the average tonnage of 
the sailing vessels was 273 tons. In the case of the steamers 
the increase in size has been even more rapid. In 1870 their 
tonnage was but 223 tons; during the next ten years it remained 
about stationary, being but 228 tons in 1880; the following 
decade, however, witnessed a very rapid increase, and the aver- 
age measurement of the steamers that plied on the lakes in 1890 
was 427 tons. There was still further progress during the suc- 
ceeding five years, and in 1895 the average tonnage of the lake 
steamers had reached 489 tons or more than twice that in 1870. 

Owing to the comparative absence from Lake Superior of 
small craft engaged in passenger and local freight business the 
average size of the vessels engaged in the heavy and long distance 
freight traffic of the lakes is much more accurately indicated 
by averages covering the vessels engaged in the commerce of 
this lake than by the figures which have just been presented. 
In 1870 the average registered tonnage of the various kinds of 
vessels passing through the St. Mary’s Falls Canal was approxi- 
mately 375 tons; in 1880 it was about 495, and by 1890 it had 
increased to about 800 tons. In 1895 it had much more than 
doubled as compared with 1870, and was very nearly 935 tons 
register. 

The figures showing the progressive increase in the size 
of the vessels constituting the lake fleets have now been 
presented. These averages do not, however, convey an adequate 
idea of the change which has taken place, and for the obvious 
reason that because the life of a ship extends over a considerable 
period of time, the small vessels constructed in the earlier periods 
would still be in existence to depress the averages of the later 
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periods. To give the reader an accurate conception of the size 
and carrying capacity of the propellers which are now constructed 
I shall give the dimensions of ‘‘Coralia,”* a ship recently launched 
by the Globe Iron Works Company of Cleveland, Ohio. She 
measures 432 feet over all, and has a moulded depth of 28 feet, 
and a beam measurement of 48 feet. She will carry about 4100 
gross tons on 14 feet 6 inches draft and over 6300 gross tons on 
19 feet draft. She will not long be the only one of her kind, 
since two more vessels of like dimensions are building at the 
same yard. I shall compare the dimensions of this largest vessel 
on the lakes with those of two of the largest vessels on the 
ocean —the St. Louis and the St. Paul, which with the exception 
of the Campania and the Lucania are the largest steamships 
afloat. 

It is thus seen that these ocean vessels surpass the largest 
vessels on the lakes in the matter of length by about 25 per cent., 
in breadth of beam by about 25 per cent., in depth by about 
50 per cent. The great disparity in the matter of depth is 
explained by the shallowness of the water in the channels which 
connect the lakes. 

The rapid substitution of steam for sails as a motive power 
is a conspicuous feature in the history of the lake fleet. In 
1862* there were in the waters of the great lakes 350 steam 
vessels with a measurement of 125,620 tons, and 1152 sailing 
vessels with a measurement of 257,689 tons. The sailing ton- 

* The dimensions of the Coralia were kindly furnished me by the secretary of the 
Globe Iron Works, Mr. Luther Allen; and those of the St. Louis were obtained from 


Cramp’s Shipyard, p. 71, a volume recently published by Messrs. Cramp and Sons, the 
builders of the twin ships St. Louis and St. Paul. 








Coralia 


Feet Inches 





Length over all 432 
Length of keel 412 
‘Extreme beam 48 
28 











"Internal Commerce of the United States (1891), p. x. 
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nage was thus a trifle more than double that of the steam ton- 
nage. The relative importance of these two classes of vessels 
changed very slowly during the next twenty years, and it was 
not until 1884 that the steam tonnage exceeded the sail tonnage. 
Since 1$84 the sailing tonnage has remained about stationary, 
being 307,933 tons in that year and 300,642 tons in 1895. The 
steam tonnage on the other hand has increased with great rapid- 
ity since 1884, and is now almost three times as great as the sail- 
ing tonnage. But even this ratio does not fully reflect the favor 
in which these two types of vessels are at the present time held, 
for the last two reports of the Commissioner of Navigation show 
that the steam tonnage constructed on the Great Lakes during 
the last two fiscal years was somewhat more than four and one- 
half times that of the sail tonnage.' 

Circumstances decidely favor the substitution of steam for 
sails; steamers are operated on the Great Lakes under conditions 
the most favorable to steam navigation. Good steaming coal 
can be bought in the ports of the lakes at a very low price. And 
the voyages are very short in comparison with the long ocean 
voyages—a fact which makes it unnecessary to carry a great 
amount of dead freight in the form of coal. The comparatively 
limited extent of the lakes is favorable to steam navigation for 
another reason. In severe storms sailing vessels are helpless 
and drift with the wind; on the ocean this is not dangerous 
because there is sea room; but on the lakes vessels are soon 
driven ashore and wrecked. This danger is not so great in 
the case of steamers for they can run against the wind, and 
usually succeed in standing off from the shore. These facts 
together with the general desire of the modern business world 
for dispatch, sufficiently explain the change from sails to steam. 

The increased size of the ships and the substitution of steam 
for sails—two of the three radical changes we have to consider, 


‘It is of course understood that the relative importance of these two classes of 
vessels as carriers does not vary directly with their tonnage ; it is usually estimated 
that a steamer of a given tonnage is capable of performing about three times the work 
of a sailing vessel of the same capacity. 
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have rendered necessary, in order to secure strength, the third 
change, namely, the substitution of steel for wood as the mate- 
rial of construction. The preference for steel has become very 
decided in the last decade and now only those exceedingly con- 
servative persons who never become adjusted to a new order of 
things persist in using wooden vessels. Lieut. Charles C. Rogers, 
U. S. N., in writing of the changes which have marked the con- 
struction of the lake fleets, says:* ‘‘The history of marine archi- 
tecture does not furnish another instance of so rapid and com- 
plete a revolution in the material of floating equipment as has 
taken place on the Great Lakes since 1886.” In 1886 there 
were but six steel vessels, with an aggregate net tonnage of 
6459 tons, afloat on the lakes; but by 1890 the number had 
increased to sixty-eight with an aggregate net tonnage of 99,457 
tons. Since 1890 the construction of steel vessels had gone on 
with even increased rapidity, and for the fiscal year 1895 steel was 
the material used in the construction of two-thirds of the ton- 
nage built in that year.’ ” 

Not only has the steamer been crowding the sailing vessels 
out of business but it has also completely checked the increase 
of transportation by barges, that is the towing business. On June 
30, 1870, there were 114 barges on the Great Lakes with an aggre- 
gate tonnage of 27,569 tons; during the next decade the num- 
ber increased to 165 and the measurement to 40,965 tons. The 
high water mark was reached in 1883, when the aggregate ton- 
nage stood at 43,374 tons. After 1883 there was a steady dimi- 
nution of the barge tonnage, the low water mark being reached 
in 1889, when the total upon the lakes was but 7274 tons. Since 
1889, there has been quite a rapid increase in this class of ton- 
nage, and on June 30, 1895 it amounted to 39,008 tons, or about 
what it was in 1880, but still 3556 tons less than it was in 1883, 
the year of greatest barge tonnage. This rapid increase since 
1889 might be regarded as an indication of the return of the 


‘Eleventh Census, Transportation Business, part ii, p. 268. 


*Report of the Commissioner of Navigation (1895), pp. 353 and 334. 
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barge.* A full knowledge of the situation, however, would pre- 
vent such an inference being drawn. Nearly the whole of this 
increased tonnage was constructed as an experiment by the 
American Steel Barge Company of West Superior, Wisconsin, 
and is of the “whaleback” type. 

On our other great inland waterway—the Mississippi River 
and its tributaries—the barge has been decidedly growing in 
favor during the past twelve or fifteen years. Ir 1880 there 
were I198 steamers registered in the ports of the Missis- 
sippi valley, with an aggregate tonnage of 251,793 tons, while 
ten years later the registered steamers numbered but 1114, with 
a measurement of 210,772 tons. The decade thus presents an 
absolute decrease of 84 in the number of steamers and of 
41,021 tonnage tons. The figures covering the unrigged craft 
are in striking contrast with those just presented. In 1880 the 
barges numbered 3854 with an aggregate tonnage of 909,824 
tons, but during the next decade there was a rapid increase of 
this kind of craft, and in 1889 there were 6339 barges on the 
river and its tributaries with an aggregate tonnage of 3,183,608 
tons. The decade thus shows an absolute increase of 2485 in 
numbers, with an increased measurement of 2,272,784 tons.” 

The explanation of this diversity of tendencies on the rivers 
and on the lakes is not far to seek. The shallow water of the 
Mississippi and its tributaries compels the use of a vessel draw- 
ing but little water, and such a craft is the river barge. On the 
lower Mississippi, where the water is deeper, the use of the barge 
is not so advantageous and the steamer has here held its own. 

* The secretary of the Lake Carriers’ Association, Mr. C. H. Keep, seems to be of 
the opinion that the barge is not to disappear, for in a brief which he has recently pre- 
pared in opposition to placing bridge piers in the Detroit River, he says: “It should 
be noted that the system of towing is growing in favor. Besides long tows of several 
vessels there is now and will be seen upon the lakes a constantly increasing number 
of steamers over 400 feet long, each towing a consort herself over 400 feet long.” — 
Brief of the Lake Carriers’ Association, p. 26. Mr. Keep is of course in an excellent 
position to know the trend of affairs and in general therefore I should not oppose my 
opinion to his, but in this particular case he appears as an advocate and his judgment 
may be somewhat influenced by his position. 

2 Eleventh Census, Transportation Business, part ii, p. 448. 
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Because of the betterment of tracks, and the use of improved 
facilities for handling freight at terminals, but especially on 
account of the introduction of more efficient instruments of 
transportation, our railroads have in late years found it possible 
to lower their freight tariffs. Similar changes have been in 
progress in the lake transportation business, and there, also, have 
made possible a reduction of charges. Better road beds, heavier 
rails, straighter tracks with smaller grades, find their counterpart 
on the lakes in deeper and more direct channels, and in more 
effective locks; the improvements which the railroads have 
introduced for the expeditious handling of freight at terminals 
have been more than equaled by the dock and steamship com- 
panies; and the rapidity with which cargo freight is now loaded 
and unloaded approaches the marvelous. Better tracks have 
made it possible to run heavier trains, and similarly, deeper 
channels have enabled the vessel men to increase the burden of 
their ships. We have now seen that the improvements which 
have rendered possible a reduction of carrying charges on the 
railroads have also made possible a reduction of tariffs on the 
lakes. 

I shall now endeavor to show to what extent rates have 
actually fallen. First let us compare the rates prevailing in one 
period with those of other periods in order to determine the 
absolute decline. In attempting to do this we are at the outset 
confronted with a serious problem, namely, as to the period 
which shall be selected as a starting point, and what other periods 
shall be contrasted with the one first selected. This question is 
always a perplexing one, but in the case in hand it is unusually 
difficult because of the violent fluctuations that characterize lake 
rates from year to year. To avoid the necessity of selecting a 
starting point, and also the more clearly to portray the move- 
ment of charges, I have charted the charges for a very long 
period. The article selected is wheat, and the rates are those 
between Chicago and Buffalo as given by the New York Produce 
Exchange. The charges for this one commodity alone were 
charted because wheat is a representative freight and fairly 
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reflects the general movement of rates." Although there has 
been a considerable reduction in rates over the whole period, the 
fall since the early eighties has not been great, and one searches 
the chart in vain for the rapid decline suggested by the follow- 
ing quotation’: ‘In 1859 the average rate of freight by lake on 
a bushel of corn from Chicago to Buffalo was 1534 cents per 
bushel. In 1871 the rate was 7% cents per bushel, and in 1890 
1.9 cents per bushel.” This rapid decline cannot be found upon 
the chart, and for the simple reason that it never occurred. The 
rate upon corn from Chicago to Buffalo for 1859 as given by the 
New York Produce Exchange? was 4.6 cents instead of 1534 
cents as given above.‘ 

The average rate on corn from Chicago to Buffalo according 
to the report of the Chicago Board of Trade for 1859 was 4.51 
cents.5 The reports ® of the same organization give 15.7 cents as 
the rate for 1859 on corn from Chicago to New York City. It 
will be noted that this rate to New York City is just about the 
same as that to Buffalo as given in the quotation. The rates to 
Buffalo and to New York City were evidently confused, and the 
form of the tables in the report from which this quotation was 


taken lends force to this inference. Now, with this correction, if 
we compare the rate for 1871, namely, 7.5 cents, with the rate 
for 1859, 4.6 cents, it is found that the rates actually increased 
2.9 cents during this interval of twelve years.’ 

Rates have sometimes been so selected as to give one the 
impression that charges have fallen rapidly and continuously. 


* Rates on iron ore from Marquette on Lake Superior to Lake Erie ports will be ° 
found in the appendix. 

® Internal Commerce of the United States (1891), p. xliii. 

3 New York Produce Exchange (1872-3), p. 400. 

4This error is repeated by Henry C. Adams (see Eleventh Census, Transportation 
Business, part ii, p. 284); as also by Mr. C. H. Keep, Secretary of the Lake Carriers’ 
Association (see /nternal Commerce Report of the United States, 1891, Appendix, p. 58). 

5 Report of the Chicago Board of Trade (1893), p. 76. 

6 Jbid. p. 115. 

7So much space would not have been given to this error but for the fact that it 
has been widely quoted and has been productive of much misunderstanding. 
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The following is an example in point:* In 1857 the average rate 
by lake and canal on a bushel of wheat from Chicago to New 
York was 25.29 cents. In 1890 the rate for the same service 
was 17.1 cents per bushel, and in 1890, 5.85 per bushel. Now 
note what a change is introduced by selecting the rates prevail- 
ing in 1858 instead of 1857, and in 1871 instead of 1870:? 








Years Rates (cents) Years Rates (cents) 





1857 25.29 1858 16.28 
1870 17.10 1871 20.24 
1880 12.27 1880 12.27 
1890 5.85 1890 5.85 














These examples show how important it is, if it be desired to 
communicate a correct impression of the movement of rates, 
that the greatest circumspection be exercised in the selection of 
the points of the movement which are to be compared, and par- 
ticularly in the choice of the initial point. 

Another method of presenting lake freight rates in a very 
favorable light is by contrasting them with rail rates, which is 
usually done in the following manner: The average charge on 
all the railroads in the United States for hauling one ton one 
mile for some year is compared with the average amount exacted 
for similar service on the lakes. Obviously this sort of a proced- 
ure is unfair to the railways, for the service they perform differs 
from that rendered by the lake carriers. The railroad tonnage 
is largely made up of local freight, while the freight tonnage of 
the lakes is through traffic, and is composed of but few commod- 
ities, all of which are handled in large quantities. This charac- 
teristic of lake commerce is of the greatest moment, for it 
makes specialization in the shipping business possible, and 
assures a full cargo of one article at one port. It is needless to 
say that rates on the lakes would not be as low as they are if it 
were necessary to so construct vessels as to enable them to carry 

* Internal Commerce of the United States (1891), p. xiii. . 


2 The figures substituted were taken from the Statistical Abstract of the Unitea 
States (1895), p. 330. 
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a variety of commodities and if they were compelled to go to a 
number of ports to collect the cargo; and then too, it is to be 
remembered that the lake hauls are usually very long ones—a 
fact that has a most important bearing on rates. 

Another way of showing the relative cost to the public of the 
lake and rail service that is often resorted to, is the comparison 
of the lake and rail rates on some commodity which is transported 
in large quantities, and for long distances by both carriers. 
Wheat and corn are such commodities. Have we here the proper 
conditions for a comparison? Clearly the circumstances are 
much nearer what they should be than they were in the case of 
the comparison of ton mile charges, but even in this instance the 
conditions are not exactly fair. Allowance ought to be made 
for the fact that the national government not only provides the 
lake carriers with channels and harbors free of charge but also 
maintains them in good condition without compensation. In 
addition there are minor factors that favorably affect the cost of 
the service rendered by the lake carriers; such as the liberality 
displayed toward the shipping interest by some of our state 
legislatures in the matter of taxation,’ and the fact that the rail- 
roads continue their service during the winter when the cost of 
service is manifestly much greater than during the summer. 
Thus it must be granted that even in the case of comparison of 
the lake and rail rates for some commodity which is transported 
in large quantities and for long distances by both carriers, we 
have not found a fair basis upon which the freight charges of the 
two transportation agencies can be contrasted, because the com- 
munity as a whole comes to the assistance of the lake carriers, 
and because the service is rendered by one of the carriers at all 
times, and by the other only at certain seasons under favorable 
circumstances. Then, too, it must be remembered that in the 
transportation of such commodities as iron ore, coal, grain and 

* Minnesota is a good example; by an act recently passed its shipping on the 
Great Lakes is practically exempt from taxation. Vessels pay a state tax of but 3 


cents per net ton and are entirely exempt from municipal taxation.—Report of Com- 
missioner of Navigation (1895), p. 202. 
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lumber, the lake carriers are operating with commodities which 
their equipment enables them to handle to best advantage. If 
the cost of service to the shippers on all kinds of freight were 
to be inferred from the rates on local freight, the comparison. 
would not issue so favorably to the lake carriers. 

Before leaving the question of rates, rail and lake charges 
may be contrasted. The average amount charged by eighteen 
trunk lines for carrying one ton one mile, and the rates on wheat 
by lake from Chicago to Buffalo, have been selected for this pur- 
pose. To enable the reader to readily comprehend the move- 
ments the rates have been charted. The exceedingly violent 
fluctuations of the lake rates stand in striking contrast with the 
steady movement of the rail charges. The very erratic move- 
ment of the former is explained by the method of fixing rates by 
the lake carriers, who introduce an entirely new schedule at 
the opening of each season of navigation. If business promises 
to be heavy, rates are fixed very high while if the business out- 
look be gloomy they drop very low. These violent fluctuations 
serve to show the flexibility of the lake charges—the ease with 
which the rates are adjusted to what the traffic will bear. 

GEORGE TUNELL. 


UNIVERSITY OF CHICAGO. 














SUBJECTIVE AND EXCHANGE VALUE. II. 


It has just been concluded that a normal value is essentially 
an equilibrium value which remains for a time undisturbed. Now, 
any market value or, for the sake of convenience, any price, is in 
a perfectly definite sense an equilibrium price; it is the figure at 
which the demand will just take off the market the entire supply 
which is offered for sale. The distinction therefore between 
what we may, if we choose, call a normal value and an ordinary 
market value appears to lie in the length of time during which 
the value in question persists. The question is thus suggested 
as to what are the circumstances which tend to effect a perma- 
nence of price at one particular time rather than at another. 
We are thus brought again to a consideration of the two strictly 
analogous though antithetical theories of normal value. Once 
more, then, how might the classical theory, from the present 
point of view, explain this fact of permanence of price? A 
certain price is permanent over a period of time, it might say, 
for two reasons: (1) because during that period the conditions 
of production remain unchanged and the competition of the 
undertakers has brought the price into some regular corres- 
pondence with it; and (2) because demand. has become 
adjusted to the normal supply, and so does not interfere to dis- 
turb the equilibrium thus established. To answer the same ques- 
tion as the Austrian theory might answer it, this permanence of 
price is due to two reasons: (1) because demand, or the mar- 
ginal utility of the commodity in question to the buyers, remains 
unchanged during the period in question ; and (2) because seller’s 
valuation has come to be determined or definitely sanctioned at 
a certain figure by this established demand. These two answers 
must be briefly considered. 

* Assuming of course that the theory would allow seller’s valuation some influence 


on particular market values. 
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As a general remark which may apply to both, it should be 
premised that cost of production and the state of demand, whether 
they remain for a time fixed and in equilibrium or pass through 
continual change, mutually determine each other. (1) For exam- 
ple, what is in reality implied with respect to demand in the class- 
ical assumption of a fixity of the conditions of production? Ina 
word, that demand is fixed, since it is itself always one of these 
conditions, Thus, in the case of industries which obey the gen- 
eral law of diminishing returns, the cost of production which 
may be undertaken rises in direct accordance with the demand 
which requires satisfaction. As the demand falls off for any rea- 
son, less care need be exercised in production and less expensive 
methods generally, need be resorted to. In industries which are 
subject to the law of increasing returns the variation is of course 
directly in the opposite direction. The cost of production nor- 
mally varies inversely as the quantity which is produced. Ifa large 
quantity is demanded, economies in the management of production 
may be introduced, waste products may be utilized to advantage 
in one way or another, and expensive and highly specialized 
machinery may be employed; while in the production of small 
quantities the opportunity for all such improvements and econ- 
omies, tending to reduction in cost of production, is correspond- 
ingly narrowed. And thus without further elaboration it may be 
concluded that in general the stability of cost of production over 
any considerable period of time implies necessarily a corres- 
ponding stability in the conditions of demand, and that it is quite 
as competent, for the purposes of the theory of normal value, 
to abstract the one as the other, as the fixed and determining 
factor in the equilibrium. And finally, while it may be desirable 
and just, for certain purposes, to look upon a fall in cost of produc- 
tion as the determining agency inthe case of a protracted fall in 
the average price of commodities in general, it is no less true, though 
at first sight less manifestly so, that the development and exten- 
sion of demand have been essential conditions in the economic 
movement. (2) Why, then, may it not be true to say, as the 
Austrian theory implies, that the permanence of price which 
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we are discussing is due to permanence in demand as deter- 
mined by marginal utility? In answer to this question we may 
ask another, precisely analogous to the one which was addressed 
to the classical theory. What are the implications necessarily 
involved in the assumption of a temporary permanence of demand? 
In this connection it may be permissible briefly to recall what 
has already been said concerning the organic character and the 
necessary variability of the typical valuation schedule.t A 
value, whether subjective or otherwise, is unthinkable except 
in implicit terms of the other values which find a place within 
the individual’s schedule or general plan of more or less habitual 
economic conduct. It will find its definite expression in terms 
of the mode of expenditure least necessary or desirable to the 
individual at the particular time.? And, finally, the amount of 
the least desirable expenditure which will be sacrificed in order 
to secure the specially desired commodity must be determined in 
part by the seller’s valuation. The extent of the demand which 
actually effects a purchase, at the equilibrium price as at all other 
prices, depends upon the number of buyers who are able to 
adjust their valuation schedules to the current seller’s valuation. 
Neither demand on the one hand, nor cost of production or 
seller’s valuation on the other is, abstractly taken, at any time 
self-determining. Neither may logically be selected at any 
particular stage in the course of market values as the normal 
and generic factor. 

The main thread of the discussion may now be resumed after 
this long digression. Upon the basis of the conclusion just 
reached it appears that our criticism of the Austrian theory 
was not incompetent because it interpreted the theory, for 
the time being, as a theory of market values. If the seller 
has at all times a margin of time within which he may decline 

*See the present paper, JOURNAL OF POLITICAL Economy, March 1896, pp. 227- 
230. The subject will be further discussed on the psychological side in a third division 
of this paper. 


* Jbid., pp. 224-229, 


3 Jbid., pp. 222 - 231. 
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to sell, and if the valuation schedules of the buyers are essen- 
tially flexible and adjustable, then the important result which 
these facts make possible—the effective influence of seller’s 
valuation upon price—must always be present in market value, to 
however stable a condition of equilibrium it may have gradually 
worked down. In the outcome of any process up to date, the 
effect of all the operative influences must be present. A so-called 
equilibrium value differs in no wise from any other market value, 
except with respect to the time of its endurance. It remains for 
a time without substantial change, not because either one of the two 
forces in operation has finally adjusted itself to the stationary con- 
dition of the other, but because in their interaction and mutual 
determination both forces alike have ceased to vary. And finally, 
so long as the equilibrium persists, both forces are equally active 
in constituting it; it is equally in danger of disturbance from a 
a change on either side. It may then be concluded in general 
that seller’s valuation, as well as buyer’s valuation, may and does 
exercise a determining influence upon the exchangeable value of 
commodities, and that the conception of normal value may not 
be used to limit or qualify this proposition. 

In concluding this portion of the criticism of the Austrian 
theory, it must be observed that the theory virtually admits, 
in its discussion of cost of production already outlined, all that 
has thus far been contended for. It will be remembered that the 
values of the cognate products of a single raw material are held 
by the theory to be ordered in accordance with the common 
cost of production—which in turn, however, is determined by 
the marginal utility of the cost good’s least productive use. The 
foregoing criticism is intended to show on the other hand that the 
value of this least useful product is not determined solely by the 
valuations of its buyers, but also in part by the valuation placed 
upon it by its sellers—a valuation, we may suppose, normally cor- 
responding to its cost. Nowthe Austrian theory repeatedly affirms 
that cost, as determinative of seller’s valuation, is the very force 
which, from above and from below, brings the values of all the 
other cognate products into coincidence with the value of the 
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least useful of the group and holds them there. Thus if the 
price of iron is six shillings per unit, and iron products are being 
sold at prices which yield only two or three shillings, the con- 
dition cannot long remain. It will be terminated by a “tem- 
porary suspension or limitation of the production of those iron 
wares, the market price of which is under six shillings.’’* 

In what respect does this statement, with numerous others to 
the same effect, differ from the classical theory of the influence 
of cost of production upon value? ‘[ Ricardo and Mill] admitted 
that cost of production could have no effect upon exchange 
value if it could have none upon the amount which producers 
brought forward for sale.”* For the present purpose we may 
assume the point of view, in turn, of the producer and the con- 
sumer of some particular cognate product, and we may suppose 
that the value of the raw material rises, for some sufficient 
reason, from six shillings to eight or ten. What then will be the 
result of the change? On the one hand, the sedler’s subjective 
valuation of his goods will undergo a corresponding modification. 
If he has carelessly produced a supply of goods at the advanced 
cost, in excess of the demand at the advanced price, so that 
their price threatens to fall again below the eight shilling limit, 
he will withhold his goods from sale as long as possible and will 
in any case forthwith curtail his future production by the neces- 
sary amount. The substantial fact then is that seller’s valuation 
has diminished the supply of goods offered for sale, and that the 
current price has been sustained thereby in accordance with the 
necessities of the case. On the other hand the consumer may 
adjust his valuation schedule to the changed condition and con- 
tinue his purchases as before. If he does not, he must seek a 
substitute or allow the want in question to go unsatisfied. 

But, it may be objected, the really important question is as 
to the causes which produced the assumed change in the value 
of the raw material. Can it be shown that, in this fundamental 
modification of value, cost of production exercised an influence ? 


* Positive Theory of Capital, p. 228. 
* MARSHALL, Principles of Economics, vol. i. (Third Edition), p.562. 















SUBJECTIVE AND EXCHANGE VALUE 357 





This question may be best answered in the words of the writer 
whose exposition of the theory we are now following. The rise 
in the cost of the cognate products was assumed to be from six 
shillings up to eight, and we are told that this rise in cost may 
have been due to an effort on the part of enterprising producers 
to satisfy hitherto unsatisfied demands for iron products at eight 
shillings. Thus in the process of satisfying such urgent and 
unsatisfied demands at the price over six shillings ‘“‘the amount 
of cost may itself be shifted. . . . It may happen that . . . so 
much iron is taken out of the iron market that the stock is no 
longer sufficient for the demand that is willing to pay just six 
shillings. The latter, then, will, of course, be shut out by the 
stronger competitors and the market price settles at a higher 
figure than six shillings.’”* This possible instance is then 
claimed as additional proof of the principle that the price of 
products as indicative of their marginal utility is the point to 
which costs adapt themselves.* Now, it is perfectly true that 
in this instance the cost of iron goods has been raised in the 
endeavor of the undertakers to meet the eight-shilling demand, 
but it is submitted that it is by no means the only essential fact in 
the economic change. Nor does it by any means completely 
answer the theoretical question at issue. The logical question 
at issue is why the value of the iron remains at the advanced 
level. It has, according to the illustration, reached this level 
because iron has suddenly become scarce in the market ; but iron 
will not necessarily remain scarce, and the advance in its value, 
therefore, will not necessarily continue. Assuming, as our author 
appears to assume, that there are other more expensive mines in 
existence so that an absolute scarcity is not imminent, the 
advance in value can continue upon one condition only, and that 
condition very evidently is, that to relieve the scarcity of iron a 
resort to these more expensive mines is necessary. If the six- 
shilling mines are not yet exhausted, the scarcity will speedily 
be supplied and the prices of iron products will fall accordingly. 
* Positive Theory of Capital, note, p. 228 et seg. 

* Loc. cit. 
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If they are exhausted and the most available other mines require 
an expense of eight shillings per unit of iron, the price will not 
fall again but, as our author says, will settle at this higher figure 
The essential and instructive fact, then, remains that a perma- 
nent rise in the value of iron products from six shillings to eight 
must be logically due to, in the sense of being maintained by, 
an increase in the cost of the most costly amount of iron which 
is necessary to meet the demand. It is of course equally true 
that the demand has made possible the resort to more costly 
methods of production, but as against the statement of our 
author the answer in its present form is sufficiently correct. It 
is therefore true that with respect to the value of the common 
cost good in any case, and the value of its least useful product, 
the cost of production is an essential principle of value, just as 
with respect to the values of the other members of the cognate 
group." 

The discussion of this first main question in the criticism of 
the Austrian school may now be brought to its conclusion. 
The treatment of the two questions yet remaining,? must neces- 
sarily be only partial and in the main negative. It is desired, 
for the present, only to indicate their logical position in the theory 
of value which is under consideration, to show how the question 
of subjective value is implied in each, and to make clear the fact 
that the nature of subjective value is really the central and deter- 
minative point in the general theory. In so far then as these 
remaining aspects of the Austrian theory are the consequences 
of a certain theory of subjective value, they may be adequately 
criticized only from the point of view of a definite position upon 
this latter question. But an elaborate statement of the nature 
of subjective value cannot be undertaken at this stage of the 
investigation. Assuming then that seller’s valuation is regularly 
present as an essentially constitutive factor in the determination 
of exchange value, is it true that the seller values his commodi- 
ties in terms of the consumption goods for which, theppgh the 
mediation of money, they may ultimately be exchanged. 

*Cf. in general, on this subject, Positive Theory of Capital, pp. 227-233.! 

*See the present paper, /oc. cit., p. 223. 
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In order to answer this question, the precise meaning which 
should be attached to the word consumption in this connection 
should be understood. It is, indeed, possible to understand the 
word as equivalent to the most general meaning of use, so that 
it may cover any possible disposition which a person might 
choose to make of any property in his possession. Consump- 
tion is, however, more narrowly and more specifically employed 
in the Austrian theory. It is in general applied only to the 
ultimate physical destruction of goods in the satisfaction of 
the various wants for which they were originally destined. 
Accordingly the purchaser of goods may be said to esteem them 
for their consumption or “use” value, a point of view from which 
the merchant or the manufacturer cannot possibly value the 
goods which he sells, except under the most extraordinary cir- 
cumstances. The use value of a sack of wheat to the grain 
dealer is practically zero, and can never be of any actual impor- 
tance unless the price of wheat sinks below this level. This 
then being the meaning of the term in this connection, it is 
held that the merchant in valuing his stock has in mind the 
amount of actual consumption goods which he may secure in 
exchange for it." 

It may fairly be doubted whether any merchant or producer 
would give this account of the matter without considerable 
reflection and some study of the writings of the Austrian econo- 
mists. It should be remembered that the question before us 
is the actual character of seller’s valuation as it enters into 
the determination of market prices and that the essential ques- 
tion at issue therefore is the consciousness of the seller during 

*As Professor Macvane says: “The Austrian Economists seem to have made as 
yet no serious or systematic study of cost of production.” The proposition which 
we are now about to examine illustrates the utterly unsatisfactory character of the theory 
at this point. For example, if this proposition is true, how can it possibly be reconciled 
with the assumption which runs through and through the discussion of which we have 
just finished the consideration. This assumption was that cost of production is the 
immediate regulator of the value of the cognate products of a single production good. 
How can this be true unless these cognate products are valued according to their cost ? 


What meaning is there in saying then that they are valued according to the enemy 
tion goods for which they will exchange ? 
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the process. The merchant who had given no thought to the 
matter of cost of production and its meaning for him, as a specu- 
lative question, might perhaps be convinced against his will by 
a process of question and argument that the view we are criticis- 
ing is really true. The essential fact to be considered is, however, 
the actual content of the merchant’s valuation consciousness as it 
occurs in the concrete and as it affects the exchange value of the 
goods. The merchant would doubtless answer the question in the 
first instance in the words of Adam Smith. The goods are worth 
to him just what it has cost him to acquire them. It is perhaps 
true that he would be wholly unable to explain or justify this 
impression. He might even feel constrained to admit, after 
proper tuition, that cost cannot conceivably be the source of value, 
that the substance of value is utility, and that naive first impres- 
sions concerning such difficult matters are wholly unreliable. 
Such naive impressions however are facts, and no theory is itself 
a final one which can explain them only as illusions. Indeed 
it seems certain that the particular first impression which is 
just now under discussion affords an insight into the nature of 
the phenomenon of economic value of which the Austrian theory 
has entirely failed to apprehend the meaning." 

It is difficult to see how, on the Austrian hypothesis, the most 
evident and elementary facts are to be explained. For example, 
in any continuous business enterprise by far the larger part of 
the yearly gross income is not, and is never at any time intended 
to be, expended upon final consumption goods. It is on the 
contrary devoted over and over again to the purchase of labor 
and raw materials, to the repair of machinery and to the payment 
of interest. Inaword the normal business enterprise is designed, 
at least, to be, above all, continuous and the expenses incurred 
in the acquisition of the goods offered for sale must therefore 
normally be recouped entire. In the case of an isolated simple 
barter transaction in which the goods exchanged either have 
involved no appreciable cost in their acquisition, or do not on 

* This statement must perforce be left for the present in this somewhat dogmatic 
form, without adequate justification. 
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either side form part of the individual’s stock in trade, each article 
is doubtless valued by its owner substantially in terms of the other 
consumable commodity for which it is to exchange. But this sim- 
ple case does not adequately represent the conditions of modern 
business life. It may be granted that nearly all business enter- 
prises are conducted largely for the sake of the income — perhaps 
in the form of consumable goods—which may be derived from 
them. It is certain that in larger enterprises the business activity 
is itself often the dominant though, perhaps, the unconscious end. 
But whatever the w/terior end may be towards which the continuous 
conduct of the business is directed, the essential fact for the pres- 
ent purpose is that the business must be continuous. The stock 
of goods on hand at any particular time must then be valued not 
for the consumption goods, but for the production goods, which 
it will purchase in exchange, and if the business is not to decline, 
the stock must normally exchange for at least the same quantity 
of production goods as has been used in its manufacture. The 
substantial fact then is that the question of seller’s valuation is 
a question of this valuation as an actual state of consciousness, 
within, and with reference to the continuity of, the business enter- 
prise itself. In so far asthe Austrian interpretation of the fact is 
true in any sense, it describes the ulterior end towards which busi- 
ness activity as a system is commonly supposed to be directed, 
but this is a matter which is to all appearance wholly beside the 
mark. The seller’s valuation with which the theory of exchange 
value is immediately concerned is a phenomenon within the sys- 
tem—the valuation which exercises an influence upon price—and 
such a valuation must under competitive conditions normally bear 
a direct reference to cost of production. The seller’s immediate 
aim is to continue and develop his business. If he is to be suc- 
cessful, he must devote his attention exclusively to this matter 
during business hours, and value his stock of goods accordingly. 
The Austrian theory therefore appears to be logically consistent 
with its fundamental assumption concerning subjective value, but 
scarcely to be consistent with experience. 

In conclusion, then, it ‘should be more explicitly noticed that 
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the attitude which the Austrian theory assumes towards seller’s 
valuation is a direct consequence of the view which it presup- 
poses in this connection concerning the character of subjective 
valuation in general. In the first place, subjective value is a 
judgment made from the point of view of the physical consumption 
of goods by the valuing person. Thus we read that subjective 
value appears at first sight to be of two kinds, use value and ex- 
change value. ‘Use value is the importance which a good obtains 
for the welfare of a person, on the assumption that it is used 
immediately in furthering his well-being; and similarly, ex- 
change value is the importance which a good obtains for 
the welfare of a person through its capacity to procure other 
goods by way of barter... . The amount of the good’s 
subjective exchange value, therefore, is to be measured by the 
marginal utility of the goods got in exchange for it.”* All 
subjective value, therefore, is reducible in the last’ analysis 
to use value, and use means the ultimate consumption of goods. 
Subjective value is always a judgment of value in use, that 
is, in actual consumption, and the superficial distinction 
between use value and exchange value can be based only on the 
degree of directness of reference, in the particular instance, to 
the ultimate consumption standard. Now consumption may be 
viewed in two quite different ways: it may be interpreted (1) 
as a process of passively experiencing certain effects which par- 
ticular things by virtue of their objective properties are able to 
produce, or (2) as the active employment of things in processes to 
which it is possible to adapt them, as means of gaining concrete 
particular ends. Without anticipating a future more detailed dis- 
cussion it may be well to determine at this juncture which inter- 
pretation of consumption, and so of subjective value, the Austrian 
theory appears to imply. It is evident, then, that consumption, 
in the first sense indicated, can scarcely be understood to include 
more than the final consumption of goods and that seller’s valua- 
tion must be explained, even though somewhat doubtfully as it 
has appeared, ultimately in terms of final consumption. In the 


* Positive Theory of Capital, pp. 166-167. 
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second sense consumption or use may properly include both final 
consumption and the disposition which the seller makes of his 
supply of goods. Accordingly the Austrian theory in denying 
the validity of the latter construction exhibits the necessary con- 
sequences of adherence to the former substantially hedonistic idea 
ofconsumption. The value of goods is not the use which their 
possessor may make of them, not what he may do with the goods, 
but what the goods are able to do to him, and this conception of 
well-being, whether in this case consciously so or not, is essen- 
tially hedonistic. Subjectivity, then, according to the Austrian 
usage implies a virtual reference to sensation, and subjective ex- 
change value, gua subjective, must accordingly be expressed 
in terms of future enjoyment. Finally, therefore, it is evident 
that cost of production, as cost, can have no ultimate influ- 
ence in a process of value adjustment in which the forces in 
operation are of this description. The action of physical things 
upon the nervous system cannot be expressed in terms of the 
cost which has been expended upon them. 

Thus the Austrian economists have been led by a hedonistic 
view of the nature of subjective value into a denial of the influ- 
ence of cost of production upon value in exchange. Because of 
this original hedonistic assumption, they believe the principles 
of utility and cost to be intrinsically and forever antithetical ; 
and for precisely the same reason they are unable to reduce the 
antithesis otherwise than by reading the principle of cost out of 
economic theory.*. They reproach the classical economists, and 
with some justification, for their satisfaction with the fixed dual- 
ism of seller’s cost and buyer’s utility, and for their tardiness in 
attempting its solutions There is much to be said, neverthe- 


*“TIn this sense a good is valuable to me when I consider that . . it ‘avails’ for 
my wellbeing.”—-SMART, Jutroduction to the Theory of Value, p. 6. 

*That is, of course, as an u/timate principle of value. 

3See BOHM-BAWERK “Grundziige,” Conrads Jahrbiicher, vol. xlvii, p. 540, quoted 
in the first portion of this article, p. 210. To the same effect Professor Wieser 
writes that the Austrian economists have “tried above all to abolish the dualism of 
labor and utility, that combination of irreconcilable causes, which only proves that 
the true cause has not yet been recognized.”— The Theory of Value: Publications of 
the American Academy, No. 50, p. 27. The use of the word cause in this passage is 
worthy of attention in passing. 
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less, for the tenacity with which the classical economists have 
clung to the principle of cost, even at the expense of such logical 
symmetry and apparent unity of structure as the Austrian theory 
is able to exhibit. This dualism however is doubtless not an 
ultimate statement of the case. Some more inclusive conception 
of subjective value must be developed, in which the two prin- 
ciples of utility and cost shall find full recognition and reconcil- 
iation. Before attempting this final task however, we must see 
how the history of the classical doctrine of cost throws light upon 
the usefulness of such an undertaking. 


II. 


The development of the English theory of value discloses 
that from the first there have been two apparently quite distinct 
modes of interpreting cost of production. That exchange value 
is governed by cost of production was assumed by the predeces- 
sors of Adam Smith as a fact sufficiently evident, but there was 
no rigid definition of this regulative principle and no apparent 
consciousness of any ambiguity concerning it. Yet, in the work 


of the earlier writers no less than in the work of Smith himself, 
cost appears with this twofold meaning. In the first place it is 
the actual effort or labor expended in producing useful articles, 
and for reasons which are instinctively felt rather than con- 
sciously recognized, is believed to constitute a sort of fixed or 
natural standard for the measurement of values. ‘‘ Equal quan- 
tities of labour, at all times and places, may be said to be of 
equal value to the labourer. In his ordinary state of health, 
strength and spirits, in the ordinary degree of his skill and 
dexterity, he must always lay down the same portion of his 
ease, his liberty, and his happiness.”* In the second place it is 
pecuniary outlay of the manufacturer or merchant — his “expenses 
of production” —and exercises a controlling influence upon the 
exchange value of goods. In the writings of Lockeand the Law 


* Wealth of Nations, book i, chap. v, par. 7. 
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of Nature school this twofold interpretation makes its appearance,’ 
but in the Wealth of Nations the distinction is quite explicitly 
recognized. In the first place “in that early and rude state of 
society which precedes both the accumulation of stock and the 
appropriation of land” . . . “the quantity of labour commonly 
employed in producing any commodity, is the only circumstance 
which can regulate the quantity of labour which it ought com- 
monly to purchase, command, or exchange for.”* This is what 
it is “really worth.”3 But when the régime of division of labor 
and capitalist production has been established, labor is remu- 
nerated in the form of wages, and the natural price of a commodity, 
under these circumstances, is what the commodity “is worth” 
or ‘what it really costs the person who brings it to market.’’4 

Thus under the capitalistic system arises possibility of a dis- 
tinction between (1) the capitalist’s cost or expenses of produc- 
tion, and (2) the labor cost or ‘real cost of production,” meas- 
ured in terms of the painful effort of those who are engaged in the 
actual operationsof production. Now in what way did these two. 
interpretations stand related in the earlier classical theory ?_ Evi- 
dently it was assumed by Adam Smith that the “toil and trouble” 

* The work of Locke to which reference is made is his 7wo Treatises of Govern- 
ment, book ii, chap. v, and especially the very remarkable passages in §§ 40-45. Mr. 
Bonar has called attention to the economic importance of these paragraphs in his 
invaluable Philosophy and Political Economy, and § 40 is quoted by Professor Bohm- 
Bawerk in Capital and Interest, p. 317. Locke is speaking not explicitly of labor as: 
connected with economic value but of labor as the instrumental source of all or sub- 
stantially all useful things. This fact he considers as strong evidence in support of his 
well-known theory that labor, under the law of nature is the basis of the natural right 
of property. The bearing of these suggestive views of Locke upon the labor theory of 
value will be further considered in another connection. The Continental writers, 
Grotius, Pufendorf and Wolff, address themselves more directly than Locke to the 
question of exchange value. It is regulated, they say, by the measure of the capita'- 
ist’s trouble and outlay. 

For a review of the economic work of these writers, see W. HASBACH, Unter- 
suchungen tiber Adam Smith, pp. 140-148, 187-190. In Hutcheson the two concep- 
tions appear as explicitly set forth as in the Wealth of Nations. JIbid., p. 153. 

* Book i, chap. vi, par. 1 and 4. 

3 Book i, chap. v, par. 2. 


4 Book i, chap. vii, par. 5. 
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of primitive production have been-supplanted as immediate regula- 
tors of exchange value by the capitalist’s payments of wages, 
although, as inevitable and burdensome conditions of production 
and as the u/timate regulators of value, they still remain. He 
believed, perhaps half-consciously, that wages tend in the long 
run to approximate towards some manner of equivalence with 
the degree of toil and trouble involved in each particular kind 
of productive activity and that the one expression may con- 
sequently be used in place of the other as convenience may direct." 
Ricardo, speaking in large part as a capitalist might in working 
out a logical analysis of his business experience, makes the same 
identification without suspecting that the practice would later be 
so sharply criticised,? and last of all, John Stuart Mill repeats 
the same assumption in explicit terms. ‘What the production 
of a thing costs to its producer, or its series of producers, is the 
labour expended in producing it. If we consider as the pro- 
ducer the capitalist who makes the advances, the word Labour 
may be replaced by the word Wages: what the produce*costs 
to him, is the wages which he has had to pay.’’3 Thus Mill is 
able at once to say that although “ general wages, whether high 
or low, do not affect values, yet if wages are higher in one 
employment than another, or if they rise or fall permanently in 
one employment without doing so in others, these inequalities 
do really operate upon values’* And finally, making due 
allowance for what he understood as abstinence involved in the 

*Cf. Wealth of Nations, book i, chap. x, part 1, “Inequalities [of wages and 
profits] arising from the Nature of the Employments themselves.” 


*Thus in § 4, chap. i of the Principles he desires to show that “the principle 
that the guantity of labour bestowed on the preduction of commodities regulates their 
relative value [is] considerably modified by the employment of machinery and other 
fixed and durable capital.” He does it by showing that if two trades employ the same 
amount of capital but differ as to the proportions of fixed and circulating capital which 
they employ, “arise in the wages of /abour cannot fail to affect unequally, commodi- 
ties produced under such different circumstances. See also chap. i. § 5, and passim. 

3 Principles of Political Economy, book iii, chap, iv, § 1. 

4 Jbid., § 3. Mill declares (§ 2) that Ricardo had not recognized the truth indicated 
in the proposition just quoted. It appears however to be very plainly, though indi- 
rectly implied in Ricardo’s discussion in chap. i, § 15 as elsewhere. 
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saving of capital, he concludes that “the universal elements of 
cost of production are, the wages of the labour, and the profits 
of the capital.”’* 

To sum up this brief historical review, the classical theory of 
value has proceeded from the beginning upon the tacit assump- 
tion that wages and profits tend to an equivalence, in some sense, 
with the ultimate standard of the labor, or toil and trouble, 
of production, and that it therefore matters little whether, in 
speaking of exchange value under the capitalistic system, cost be 
interpreted as labor and abstinence or as wages and profits, their 
reward. As Professor Marshall has said, distribution was thought 
of as proceeding naturally, as the average result of free competi- 
tion operating through many generations. Wages, it was 
believed, vary, according to certain laws, with the efforts and 
sacrifices demanded of the laborer, conjointly with those which 
his special education has demanded from others, so that the 
remuneration of each task in a manner measures the efforts of 
these members of society who have contributed to its perform- 
ance.? And thus, it appears, the early classical writers were not, 
from their own standpoint, involved in a confusion between two 
distinct or antithetical senses of cost—cost as painful effort and 
cost as the reward of effort by the capitalist. They believed 
that the wages of labor tend in the long run to an equivalence 
with toil and trouble, and, because they believed it, they were not 
careful clearly to indicate as such, the process by which they con- 
ceived that this result would be wrought. The two interpreta- 
tions of cost, whether intelligibly so or not, were looked upon as 
equivalent expressions so far as the theory of value is concerned. 
It is not therefore strictly correct to say that they were con- 
fused by the earlier economists, or that the one was slighted in 
the interest of the other except by way of emphasis.3 

* Jbid., book iii, chap. vi, $1 (viii). 

7A. MARSHALL, “On Mr. Mill’s Theory of Value,” Fortnightly Review, 1876, vol. 
XXV, pp. 591-602 (cited in Principles, vol. i, p. 417, note 2). 

3 Professor Marshall suggests that Cairnes overlooked in his criticism of Mill 
the significance of the second book of the Principies, and he finds in chap. xiv, “Of 


the Differences of Wages in different Employments,” anticipations of Cairnes’ expo- 
sition of non-competing groups.—/éid. 
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Such was the state of economic theory when Cairnes made 
his vigorous attack upon his predecessors. The labor and absti- 
nence which the production of useful goods entails should not, he 
maintained, be confounded with their rewards. To do so is to 
confuse two of the most profoundly opposed ideas within the 
range of economic speculation —“ the sacrifice incurred by man in 
productive industry and the return made by nature to man upon 
that sacrifice.”* It amounts to a shifting of the point of view 
‘‘from the ground of human interests to the partial and limited 
standpoint of the capitalist employer.”* This general position, 
defended with such energy and skill by Cairnes, has more 
recently been urged by writers of the modern classical school 
against the outspoken preference of the Austrian economists for 
capitalist’s outlay, and their rejection of cost as labor and absti- 
nence, as the subsidiary regulator of exchange value. The 
Austrian economists believe with the older English writers that 
capitalist’s cost is the cost which is immediateiy connected with 
the adjustment of values. They further believe—what to all 
appearance the earlier economists, including Mill, did not—that 
only in this sense has cost of production any influence whatever 
on values. Only in this sense can cost of production be admitted 
by the Austrian economists to exercise upon the adjustment of 
market values even such limited and subsidiary influence as they 
assign to it. Their critics hold, on the other hand, that this is 
an altogether unsound and superficial view. It ignores entirely, 
they believe, the essential elements involved in the production 
of every useful thing—the painful effort of labor and the post- 
ponement of enjoyment involved in the accumulation of capital. 
To eliminate from economic science what they regard as the most 
real and fundamental of all economic experiences —the subjective 
irksomeness of the production process—and to substitute for it, in 
the theory, a mere conventional system of ledger entries, is fatally 
misleading, in their view, and destructive of much of the interest 


* Leading Principles, p. 49. In general, chap. iii. 


* Leading Principies, p. §1. 





SUBJECTIVE AND EXCHANGE VALUE 369 


and value of the study.’ It is, then, our purpose briefly to con- 
sider certain aspects of this twofold controversy for the purpose 
of discovering, as accurately as may be, its real character and 
meaning. It will presently appear that Cairnes’ endeavor to 
restate the doctrine of cost of production was inspired by a misap- 
prehension of the older classical view. The Austrian economists, 
when they employ the principle of cost in their theory of value 
understand it in the sense which Cairnes jmputed to his prede- 
cessors and against them, accordingly, Cairnes’ general view 
continues to be pressed. Evidently some special interest must 
have led Cairnes to interpret as he did the earlier expositions of 
value, and the same interest on the part of his successors is, 
with more justice, the evident occasion of their present contro- 
versy with the Austrian school. 

Adam Smith and his successors had offered no attempt at 
descriptive analysis of the way in which past or future labor 
receives subjective interpretation, and functions in consciousness, 
as they believed it does, as a controlling principle of valuation. 
Had they taken care to define it, labor would doubtless have 
signified to them, objectively, certain units of mechanical force, 
and then, subjectively, certain quantities of pain. They did not 
however define it in explicit terms, and consequently, how the 
transition is effected in valuation from mathematical quantity of 
either sort to terms of human action is a question which they 
seem scarcely to have been aware of. On the contrary nearly 
all the significant passages in the Wealth of Nations, which formu- 
late the labor principle, assume the transition outright, verbally 
giving to labor a psychological interpretation and leaving its 
connection with valuation almost without a word of attempted 

*S. M. Macvang, “The Austrian Theory of Value,” Annals of the American 
Academy, November 1893, especially pp. 12-29; “ Marginal Utility and Value,” Quar- 
terly Journal of Economics, April 1893; Working Principles of Political Economy, chap. 
xi; cf. also J. B. CLARK, “The Ultimate Standard of Value,” Vale Review, November 
1892. On the other side BOHM-BAWERK, “The Ultimate Standard of Value,” Anna/s 


of the American Academy, September 1894; WIESER, of. cit., Publications of the 
American Academy, No. 50; Natural Value, book v, chap. ii. 
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explanation.' The real price of everything is the toil and trouble 
of acquiring it; that is dear which is “difficult to come at”; it 
is “natural” that two day’s labor expended upon an object should 
obtain the product of as much labor in return. ‘ The tone in 
which Adam Smith speaks signifies that the truth of these words 
must be immediately obvious.”* It seems indeed to have been 
so obvious that Smith was probably conscious of no lapse in the 
continuity of his exposition and hence of no sin of omission in 
failing to repair it. Both he and Ricardo therefore have little 
explicitly to say about the subjective side of labor as cost; they 
have more to say in a dispassionate and objective way about 
labor as the standard or measure of value. Now this character- 
istic of the earlier expositions of value, less marked indeed in 
Adam Smith than in Ricardo and Mill, conjoined with their appar- 
ently exclusive interest in capitalist’s outlay as the immediate deter- 
minant of value on the production side, aroused Cairnes’ suspic- 
ion that the economic point of view had come to be too exclusively 
commercial and too little human. 

It was Cairnes’ serious purpose to amend the science in 
this respect. That his endeavor was not more fruitful in its out- 
come appears to be chargeable to two main reasons. In the first 
place, so far as the question between cost as labor and waiting, and 
cost as the capitalist’s outlay is concerned, it proceeded upon a 
misapprehension of the final import of the older theory and 
issued accordingly, in a theory substantially identical with it. 
In the second place, with regard to the psychological interpre- 


*For a very striking exception to this statement see the quotation from chap. v, 
given above, p. 364. 

* BOuM-BAWERK, Capital and Interest, book vi, chap iii, pp. 376-377. Professor 
Béhm-Bawerk is inclined to interpret Smith’s labor theory as “a fallacy once perpe- 
trated by a great man, and repeated ever since by a credulous crowd” (p. 375), and to 
believe that it has found general acceptance through the “coincidence of two circum- 
stances; first, that an Adam Smith said it, and, second, that he said it without adduc- 
ing any evidence for it.” And he continues, “It is only by taking people by surprise 
that such propositions can win acceptance” (p. 379). A somewhat different explana- 
tion of the currency of the labor principle and of Smith’s inability and the inability of 
his successors to give it better scientific presentation will be undertaken in another 


connection. 
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tation of labor as a principle of valuation, it appears that Cairnes 
was still employing the same psychological presuppositions 
which had been implicit all along in the older theory. His 
exposition of the subjective elements of cost therefore differs, 
and indeed could possibly differ, only in degree of explicitness 
and emphasis from the occasional statements of Adam Smith. 
To state the matter from a somewhat different point of view, the 
older economists had felt constrained to find a standard measure 
of value to the invariable terms of which all exchange values 
might be reduced and with due regard to which useful things should 
be consumed. As will more definitely appear in another connec- 
tion the substantial element in value, according to their way of 
thinking, is value in use, which in itself, as they regarded it, con- 
tains no indicative principle capable of determining either the 
valuation ratio of the commodity to others in exchange, or the 
manner of its economical employment in immediate consump- 
tion. Some other guiding principle of conduct was therefore 
necessary to make valuation possible, and this they found in the 
labor of production, or in subjective terms, intoiland trouble. In 
accordance with this ultimate standard, the early writers say, 
must both consumption and exchange be governed, though 
exactly why or how they never tell. Now Cairnes’ analysis of cost, 
more psychological doubtless in its emphasis and motive, leaves 
this central question still unsettled. He insisted more strongly 
upon the psychological nature of the principle of cost, but view- 
ing it still as a fixed standard, formally subjective it is true, but 
thoroughly objective and extrinsic to the more fundamental 
consciousness of pleasure or value in use, was utterly unable to 

* Indeed it appears that the chief interest which Cairnes possesses in the history of 
value theory lies in his manifestly psychological motive rather than in any positive con- 
tribution which he was able to make to the theory. The writer is unable to adduce 
at this time any historical evidence in support of the conjecture, but it appears not 
altogether fanciful to suggest that the work of Cairnes manifests the influence of the 
same “spirit of the time” which inspired the work of Jevons and Menger his contem- 
poraries. Cairnes on his psychological principles can do nothing with the principle 
of cost, but nevertheless holds to it. The Austrian economists, on precisely the same 


principles, can likewise do nothing with it, and accordingly will have none of it. The 
trouble is in neither case with cost but with the principles assumed. 
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offer a more conclusive explanation of its validity or mode of 
action as a principle of valuation than the older school had given. 
It appears therefore that Cairnes was really insisting upon a prin- 
ciple on which the older writers had all along implicitly pro- 
ceeded —that there is an ultimate standard of value and that it is 
part of the business of economics to discover it and exhibit the 
connection between it and all exchange phenomena. It follows 
from this view that capitalist’s outlay as such is not an “ultimate” 
or “irreducible” psychological experience and accordingly can- 
not, on the production side, be the ultimate factor in the regulation 
of exchange value. Some attention must be given to this propo- 
sition as advanced by Cairnes against his predecessors and by his 
successors against the Austrian economists. 

The consideration most strenuously urged against capitalist’s 
cost as the regulator of value in exchange is that the conception 
fails to touch the fundamental psychological facts in which cost 
in the last resort really consists. It loses sight of the human 
elements, the painfulness of labor and the irksome self-restraint 
of waiting, inevitably involved in the production process. It 
confines the outlook of economic science within the narrow circle 
of the capitalist’s horizon, in which an abridgement of his expen- 
ditures is mistaken for a more advantageous adjustment of the 
ratio between generic human effort and its real reward. In this 
latter and truer sense of the word, cost of production during the past 
400 years has enormously decreased, but as measured in terms 
of capitalist’s money outlay, the increase has perhaps been even 
more considerable.‘ Such a fact as this, it is concluded, suffices 
at once to demonstrate the inadequacy of the expense idea of 
cost.2, Such an idea affords no proper criterion by which to 


*MACVANE, Working Principles, pp. 93-94. 


2The critics of capitalist’s cost as the criterion of economic progress appear 
always to regard it explicitly as money cost, as an absolute amount (MACVANE, Work- 
ing Principles, p. 96), at the same time that they implicitly regard “ real cost” as the ratio 
of painful effort (labor and waiting) to its real reward. This course is misleading. 
The ideas of cost, outlay, expense and the like have no meaning in such a connection 
except as relative to the income which the capitalist obtains by means of them. The 
real question therefore in this controversy between the two senses of cost of production 
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judge of economic progress from age to age in terms of human 
welfare." Now however this may be, it is submitted that the 
question of general well-being and the proper standard for its 
measurement is a question logically quite distinct from that of 
value in exchange. Inthe theory of value we desire to ascertain 
the causes which affect the relative values of commodities. 
Indeed, it is admitted that “it is important in considering the 
effect of improvements, to bear in mind that it is the compara- 
tive, not the absolute, cost of production that governs the value 
of things.”* However, the burden of industry in general may be 
lightened by the development of technical and scientific knowl- 


is the following : Does capitalist’s outlay in the sense of relative cost of /abor correspond 
of necessity, in the long run, with the movement of /adorer’s cost in the sense of effort 
as compared with its reward? Although the proof of the affirmative of this question is 
not required by the present argument, it is believed that it may be proved according 
to the strict logic of the classical theory of wages and profits. According to the theory, 
cost of labor to the capitalist varies (1) as the efficiency of labor, (2) as real wages, (3) 
as the cost of the real wages in terms of the commodity which the capitalist produces, 
or in money. The question then is, Can there ever be a persistent increase in real 
wages (that is, a decrease in /adorer’s cost) without an increase in the efficiency of labor 
(that is,a decrease in cost of labor)? That the two must always accompany each 
other will doubtless readily appear from a consideration of all the circumstances 
involved in the problem. For continued high wages imply demand for labor. Demand 
for labor consists of capital. Capital is accumulated out of profits. Profits vary 
inversely as the cost of labor. Low cost of labor then, on the classical theory, is the 
necessary condition of permanently low /adorer’s cost (that is, permanently high real 
wages). Ifa decrease in capitalist’s cost (cost of labor) is the necessary condition of a 
decrease in laborer’s cost (the effort necessary to secure a certain amount of real wages) 
then the former is, according to the logic of the English theory, as trustworthy a measure 
of economic progress from age to age as the latter. 


* Professor Macvane has said, “ The standard . . . for judging the character of 
different occupations . . . is the opinion and behavior of the laborers concerned . . . 
What they think hard or dangerous or disagreeable is, for our present purpose, hard 
or dangerous or disagreeable . . .” If cost of production in these terms of the laborer’s 
inner consciousness be used as a standard for the comparison of one age with another, 
as well as for the comparison of different occupations, it is extremely doubtful whether 
the inventions and improvements of the nineteenth century have lowered cost of pro- 
duction very considerably, or that, for example, shoemaking by machinery today 
involves lower cost than does hand-manufacture.—See Working Principles, p. 98. 


2 Thus Working Principies, p. 106. Further, “If by a universal improvement we 
could lessen by one-half the cost of production [7. ¢., “real cost ”], the value of every 
commodity would remain unchanged.”—J/did. 
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edge, it is only the differential advantages which accrue, in the 
general advance, to particular industries that can in any way 
affect the relative values of commodities. And indeed these 
differential advantages can effect the relative values of 
commodities only as they are considered, neither as objec- 
tive facts, nor as historical occurrences, but as _ circum- 
stances of which the seller or producer takes account in 
his operations in the competitive process. The question at 
this point for the theory of valuation is, given an economic 
change of whatever kind in a particular industry, with what result 
and by what psychological process has the seller modified his. 
valuation of his goods with reference to it?? 

Upon the whole it appears that the older classical economists 
were from the first in possession of as large a measure of the 
truth’ as Cairnes’ was able to discover. In spite of his more 
explicit reference of value in exchange to the subjective elements. 
of “real” or strictly ‘‘economic” cost he is obliged in the end 
to return to the practical conclusion of his predecessors. The 
capitalist in the conduct of his business, from the assembling of 
the means of production to the marketing of the finished goods, 
is in these days the center of the industrial process. Through him 
and through his movements in the direction of the efficiency and 
expansion of his business the economic changes in society work 
out their ultimate results upon the trend of market values. His 

*Cairnes employs three arguments to show that even strictly as a question of 
relative value, cost must be defined as labor and abstinence. Cost cannot be understood as. 
wages and profits because: (1) Wages and profits together constitute the total product 
of industry. The total product is always increased by improved methods and new dis- 
coveries of natural resources, at the same time that less labor and abstinence are 
exerted. Therefore these things cannot lower cost of production. (2) If cost be so 
defined, the profit of the manufacturer must be included in advance im the cost of the 
goods upon which the profit is to be realized, which is absurd. (3) If we so define cost 
we have no way of answering the protectionist fallacy that high wages place the 


manufacturers of a country at a disadvantage in international trade. Space does not 
permit what would doubtless be a superfluous consideration of these arguments. The 


writer may say however that he is unable to understand that either one of them is valid 
for the purpose intended. Professor Marshall decisively refutes the last one in his 
article already mentioned. For Cairnes’ statement of the case see Leading Principles, 


chap. iii, §§ 1-4. 
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judgments, his valuations of his goods are, on one side, the 
immediate factors which enter into the determination of prices.* 
Changes, then, in the circumstances of each industry make them- 
selves manifest upon the value of its product through the medium 
of the capitalist’s business judgment. Labor may become scarce 
or grow abundant. New mechanical processes may be discovered 
or the intellectual efficiency of labor may change. Raw mate- 
rials may become more or less easily obtainable. In any case a 
change will work out its effect upon the value of the product 
through the effect which it may have upon the amount or direc- 
tion of the capitalist’s money expenditure— upon his appraise- 
ment of his goods. The newer classical theory must itself rest 
upon this basis. After his criticism of the earlier economists 
Cairnes himself returns to what had always been their point of 
view. ‘Now wages and profits will be in proportion to the 
sacrifices undergone wherever, and only so far as, competition 
prevails among producers—wherever, and so far only as, labor- 
ers and capitalists have an effective choice in selecting among 
the various occupations presented to them in the industrial field. 
Give them this effective choice and the correspondence of remu- 
neration to sacrifice, . ... is secured by the most active and 
constant of human motives.”* It is indeed difficult to see that 
the newer doctrine of cost of production and its relations to 
value is more in its substantial outcome than an elaborate restate- 
ment of the principles all along implicit in the older classical 
theory. 

It may be concluded from the foregoing discussion that both 
the older economists and their successors have endeavored to 


*Assuming that the value of money is a negligible common factor at any time, 
so far as the relative values of commodities are concerned. 


*Leading Principles, p. §9. The hindrances to the complete working out of this 
result, as Cairnes expounds them, do not here concern us. Notwithstanding the words 
just quoted Cairnes had previously said (p. 53): “But I must absolutely deny that 
wages can in anysense be taken to represent the labor element in cost of production.” 
That wages are not the labor element in cost of production is true but did any 
economist ever desire to maintain that wages “represent” the labor element in any 
other sense than that they tend to “ correspond” to it ? 
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establish a standard of value, outside the seller’s valuation of his 
goods according to the outlay they have cost, to which his valua- 
tion must in some sense ultimately conform. They have been 
inclined to regard seller’s valuation as in the long run the result- 
ant and accurate representation of the more ultimate or “orig- 
inal” valuations which labor and abstinence place upon the suf- 
fering and irksomeness which they respectively involve, and they 
have accordingly neglected, and so misrepresented, the psychol- 
ogy of the seller’s own valuation process. Seller’s valuation has 
however always been perforce admitted to be the immediate 
determinant of value on the production side. However accu- 
rately it may in time “conform” to the assumed abstinence and 
labor standard, it is obvious that, even on the classical theory, 
seller’s valuation, under our present system of industrial organ- 
ization, must always occupy this position. To proceed, accord- 
ingly, to the question which is thus suggested, it must be explic- 
itly observed that seller’s valuation as such is a fact within the 
seller’s consciousness and has its meaning to him, not as a 
registration of the aggregated valuations, by the laborers, of their 
time and strength, but as an expression of his own economic 
judgment. In his valuation process he must doubtless take 
account of the attitude which laborers have assumed, for what- 
ever reason of their own, towards the branch of industry in which 
he is engaged, but his valuation process is his own, not theirs, 
and has its meaning in terms of his experience. The objective 
conditions of the labor market are matters of importance for 
him only as they are assimilated into, and interpreted in terms 
of, his subjective valuation process; and the valuation which in 
consequence he places upon his finished goods represents for 
him, not their social cost in terms of pain and abstinence, but 
his own judgment from his own point of view concerning their 
most effective disposition. The phenomenon of seller’s valua- 
tion is as ‘‘real”’ a fact, and in itself and for its own purposes as 
“ultimate” and ‘“natural,’’ as any other valuation in the com- 
plex economic process. It is this valuation as it stands, as a fact 
of economic consciousness, with which the buyer is confronted 
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in the market and with which alone he needs to reckon. It is 
accordingly our purpose to consider more attentively the treat- 
ment which capitalist’s productive expenditure @s such has 
received from the modern classical, and also from the Austrian 
economists, and to ascertain if possible the psychological 
assumption which in both cases has determined it. 

The older classical economists had virtually defined cost of 
production as consisting, for practical purposes in any particu- 
lar case, of past wages and profits, represented in the raw 
materials and fixed capital in use, together with the wages of the 
labor in present active employment. The modern classical 
theory adheres to the point of view of cost as sacrifice, and 
denies the validity of the conception of cost as capitalist’s out- 
lay or expense. Accordingly, in place of the two earlier cate- 
gories of cost, wages and profits, are substituted their supposed 
psychological correlates, the toil or painful effort of the laborer 
and the abstinence or waiting of the accumulator of capital.” 
By this improvement, it is believed, the theory avoids the “ par- 
tial and limited standpoint of the capitalist employer,” and gains 
possession again of the “ground of human interests.? Capital- 
ist’s expense is considered an essentially commercial conception, 
a matter of business accounting, a device for facilitating the calcu- 
lation of profits, and in no sense an “ultimate” and “irreducible” 
expression of “natural” and ‘original’? cost of production. 
In a word, it is not believed to be the ultimate psychological 
fact on the side of supply, as pleasure is on the side of demand. 
Labor and abstinence, then being defined as species within the 
genus sacrifice, are given a more detailed analysis, and it is with 

*In setting abstinence and waiting in juxtaposition it is not intended to imply 
that as defined by Cairnes and Macvane they are precisely equivalent. (See Working 
Principles, Appendix, pp. 387-388.) They serve the same logical purpose, however. 
As to the distinction which is drawn between them in the place cited it is, therefore, 
unnecessary for the present purpose to speak. It may be suggested, however, that 


waiting as such is not a disagreeable thing. It is only disagreeable in so far as it 
involves some inhibition of desirable activity on the part of the agent. 


*CAIRNES’ Leading Principles, p. 51. 


3Cf. Leading Principles, pp. 55,56. MACVANE, “The Austrian Theory of Value,” 
passim. Working Principles, p. 92. 


hace 
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the sacrifice of abstinence as Cairnes discusses it that we are at 
present especially concerned. A consideration of this discussion 
cannot but force upon the reader the conclusion already reached 
concerning his theory as a whole, that, in its endeavor to escape 
the capitalistic point of view in an analysis of modern industry, 
it succeeds only in returnir y to it once again by a devious but 
certain path. If Cairnes is in the end constrained to show in 
his more general logical movement that capitalist’s cost tends to 
measure ‘real cost” of production, and that in any case it must 
always be the immediate regulator of value in exchange, so with 
regard to abstinence, which, at the outset, he considers as the 
less important element in cost as sacrifice," he cannot avoid the 
implicit conclusion that it is in reality the only cost with which 
seller’s valuation, and hence value in exchange, can as such ever 
be concerned. 

It is evident that in the element of abstinence the two con- 
ceptions of real cost and capitalist’s cost are given by Cairnes a 
point of contact. It would at first sight appear that if capitalist’s 
cost in any given case comprises past wages and past profits on 
the one hand, and present wages on the other, then real cost 
must comprise past labor and past abstinence on the one hand 
and present labor on the other. But this, Cairnes implies, is not 
an adequate statement of the case. Present labor must be paid, 
so that, the past elements of real cost remaining for the time 
being as they have just been indicated, the present elements 
must be wo instead of one. From the capitalist’s standpoint 
the element of present cost had consisted quantitatively of wages. 
From the “human” point of view it must consist of the laborer’s 
exertionand a/so the capitalist’s sacrifice of enjoyable consumption 
involved in the act of rewarding him.* Now it is perfectly clear 


* Leading Principles, p. 51. 

*“ Mr. Mill’s language seems to imply that the wages advanced by the capitalist — 
though he admits they only represent ‘the cost of producing ¢o Aim,’ may yet in some 
way be taken to represent the cost to the laborer also..... But I must absolutely 
deny that wages can in any sense be taken to represent the labor element in cost of 
production. Wages ... . measure [the capitalist’s] cost, which really comsists in the 
deprivation of immediate enjoyment implied in the fact of the advance. But to the 
laborer wages are reward, not cost, .. . ."— Leading Principles, pp. §2-53. 
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that this enumeration of the elements of “real” present cost 
amounts to a confusion of two quite distinct and unrelated points 
of view, (1) that of the aggregate of disagreeable experience on 
the part of all the persons engaged in production, and (2) that 
of cost as the measure and determinant, on the production side, 
of value in exchange. The laborer, let us say, suffers great toil 
and trouble, and the capitalist also sacrifices untold pleasures of 
consumption in paying him his hard-earned wages. These are 
doubtless separate and highly irksome experiences, and may, if 
we choose for any reason to perform the operation, be added 
to form the sum of two. But so far as the value of the com- 
modity in question is concerned the experiences are sequent and 
coincident, not codrdinate. The trouble of the laborer demands 
the sacrifice of the capitalist. By the expenditure which entails 
the latter, the former is assuaged. The valuation which the seller 
places on the article, and at which, let it he assumed, it normally 
exchanges, is a quantitative expression, not of labor and of absti- 
nence as sacrifice, but of the latter, because the former has 
demanded it. Cost of production, Cairnes may logically say, is 
either the abstinence or the labor involved, but it cannot possibly 
be both at once. And yet he says that “an analysis of cost of 
production, . . . . which takes no account of any sacrifices but 
those represented by wages [7. ¢., abstinence], simply omits 
altogether the most important element of the case.”* In point 
of fact, Cairnes should logically have defined cost of production 
as in the first instance abstinence alone, or as Professor Macvane 
would prefer, as waiting. ‘‘The term ‘abstinence’ is the name 
given to the sacrifice involved in the advance of capital, .... 
the deprivation or postponement of enjoyment, implied in the 
fact of parting with our wealth, so far at least as concerns our 
present power of commanding it;”* and as such must, on 
Cairnes’ own theory, cover every item, including wages, of the 
capitalist’s productive expenditure. And it follows, in conclu- 
sion, that the sums which the capitalist expends as the equivalent 
* Leading Principles, p. $4. 

* Leading Principles, p. 80. 
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of past wages and profits are to him qualitatively an ‘abstinence,’ 
and quantitatively an equivalent of successive former correspond- 
ing abstinences—an original abstinence transmitted as an amount, 
augmented at every step by the increment of profits, from pro- 
ducer to producer. Thus, as the immediate factor in the gov- 
erning of value in exchange capitalist’s abstinence or, quite as 
well, expenditure, once more presents itself.” 

We may now approach the point which is in view by notic- 
ing that Cairnes gives to the expenditure of circulating capital in 
production, the same psychological interpretation which he gives 
to the saving by which capital is accumulated out of profits for 
investment. Thus the definition of abstinence just quoted is 


immediately followed by another. “I shall . . . . define 
‘abstinence’ as the act of abstaining from the personal use of 
wealth with a view to employing it in productive industry .. ."? 


And again, it is the ‘‘act by which capital comes into existence.’’3 
Now the essential implication, for our present purpose, in this 
definition of the two modes of action in the same psychological 
terms is that capitalist’s expenditure, as an act within the business 
process, has no independent psychological significance and must 
accordingly be reduced to terms of ultimate consumption. The 
producer who pays his laborers, or purchases his regular supply of 
raw material, counts the cost, it is affirmed, in terms of personal 
consumption goods, just as he is believed to do when he reinvests 
his profits in a new machine. This is not the place for a full 
discussion of the questions here involved. Reference may be 
made instead to what has already been advanced in criticism of 
the Austrian theory concerning the extrinsic standard of seller’s 
valuation,‘ and a single remark may be dogmatically made by 
way of anticipation. In the case of saving wealth from present 

* Needless to say, the writer has been speaking throughout from Cairnes’ point of 
view, and therefore has employed his terminology and psychological apparatus without 
at all desiring to be understood as accepting them. 

* Leading Principles, p. 80. 

3 Jbid., p. 81. 


+See pp. 358-361 above. 
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consumption for productive uses, the deliberative. standpoint 
is the agent’s life as a whole, and the principle of decision is 
its greatest freedom and effectiveness. With the continuous 
re-expenditure of wealth which has been saved and devoted to 
definite productive uses, the matter stands somewhat differently. 
The standpoint of deliberation is now the business as a closed 
system of economical relations whose maintenance and integrity 
is regarded as, for the time being, an ultimate and imperative 
end. The saving of capital involves a comparison of productive 
with unproductive uses; a regular expenditure for raw materials, 
or, as Cairnes might say, for wages, implies a consideration of 
this mode of expenditure in its necessary relations to other codrdi- 
nate ones within the system, and has no reference under typical 
conditions to any outside consumption standard.*' The generic 
psychological character both of the act of saving and of the reg- 
ular expenditure of capital is the same, but the point of view 
from which the action is regarded in the former case is more com- 
prehensive than in the latter—the valuation terms are more 
diversified.? 

The Austrian economists entertain a precisely analogous view 
concerning capitalist’s expenditure. According to their exposi- 
tion it is psychologically meaningless and neutral as expenditure, 
and must therefore find its explanation in terms of an extrinsic 
standard. Now, expenditure of any kind, it is held, is never 
undertaken except for the sake of some desirable result, and the 
immediate result which is sought in the expenditure of capital, 
is the stock of saleable goods which the capital may assist in pro- 


* The writer does not wish to be understood as accepting Cairnes’ view of the 
“abstinence ” involved even in the original saving of capital. In his discussion of 
the growth of the wages-fund as the result of abnormally low wages, Cairnes throws 
an interesting side light upon his own doctrine of “abstinence” and the “ sacrifice ” 
involved init.—See Leading Principles, pp. 186-187; especially p. 187, lines I-11. 


? The isolation of the business point of view as such is of course not absolute but 
“functional.” Any tension or sudden change within the system results forthwith in 
the assumption by the capitalist of an outside point of view concerning it. The busi- 
ess is then regarded objectively as a means of life instead of as before, implicitly a 
self-sufficing end. and a withdrawal or an additional investment of capital may take 
place. 
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ducing. But, as we have already seen, this stock of finished 
goods possesses no direct utility to its producer. According 
to the Austrian theory it is valued by the seller or producer in 
terms of the immediate consumption goods for which it will 
exchange.’ And thus while, according to the classical theory, 
expenditure must be psychologically interpreted in terms of the 
sacrifice of immediate enjoyment which it involves—in terms of 
disutility — according to the Austrian theory it is to be regarded as 
a means, remote though it may be, of gaining a subsequent 
utility—as the mere quantitative equivalent of the immediately 
consumable goods for which it ultimately will exchange. And 
thus both theories unite in regarding capitalist’s outlay, as such, 
as without pleasurable or painful character, and so without ulti- 
mate psychological significance. Because of this assumption the 
classical theory endows it with its meaning by the backward 
reference to irksome sacrifice or abstinence; the Austrian theory 
accomplishes the same result by the forward reference to pleas- 
ure or utility. The only possible occasion for the origmal con- 


*See p. 359 above. 

* Thus Professor Wieser says, “ The principle of gaining the maximum of pleasure 
for the minimum of pain . . . . cannot without modification be applied in political 
economy and especially in relation to production, because the latter requires not only 
personal sacrifices, but also the sacrifice of material objects. These, however, represent 
the possessions of the producer, the sacrifice of which does not necessarily imply any 
feeling of pain. Certainly no new principle is in this way introduced into political 
economy, since we estimate the goods which constitute our wealth by no other stand- 
ard than their utility for us. But it remains for theory to explain according to what 
laws we connect the idea of utility—of pleasure—with the goods which comprise 
wealth. We estimate them not only according to the minimum of pain, but we con- 
sider them at the same time as a condition of pleasure, and it is according to this 
pleasure that we estimate their value. The musician whose painless performances 
delight his hearers, would reckon but poorly if he should estimate his performances by 
his pain and not by the delight of the public. The calculations of political economy 
will only be satisfactorily explained when the general and, for this reason, insignifi- 
cant formula of *the calculus of pleasure and pain’ is applied to these complicated 
conditions and the special rules formulated which result from such an application. . . 
There is more behind the mysteries of commercial bookkeeping than may be dreamt 
of in the philosophy of the hunter, and a formula explaining the latter would be but 
ill adapted for the interpretation of the former.”— Zhe Theory of Value, pp. 51-52. 
Cf. note, p. 359 above. 
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ception of capitalist’s cost, as in itself a neutral quantitative fact, 
is, in either case, the hedonistic theory of valuation. Now it is 
very interesting to observe that this same supposedly unpsycho- 
logical character of capitalist’s cost, which so decisively dis- 
credits it, among the classical economists, as the ultimate regula- 
tor of value, is precisely the feature which most eminently fits 
it for the perfunctory uses of the Austrian school. Cost as an 
independent fact of consciousness is their theoretical déte notre 
and capitalist’s outlay, as they regard it, is accordingly precisely 
what is needed. In this attenuated form the principle of cost 
may be exhibited when necessary, but in the intervals will lie 
quite concealed in the shadow of marginal utility. 

Returning then to the development of the classical theory 
of value, it appears from our review that the quest for an ulti- 
mate, ‘‘natural,’”’ and “irreducible” standard of value, external 
and extrinsic to the act of valuation as in every instance it con- 
cretely is, has never failed to lead to difficulty.. The classical 
economists have always regarded as the first principle of value 
the abstract quality of usefulness which certain things possess 
and then have found a standard of value in exchange, and impli- 
citly of value in consumption, in the subjective accompaniment 
of the labor of production. A moment’s reflection will suffice to 
show that on such a basis this outcome was inevitable; it will 
also show that this method of procedure was the source of the 
difficulty, which Smith and his successors were not able to sur- 
mount, in explaining the logic of the operation of iaborasa principle 
of valuation. The same intellectual ideal of a determinate hedon- 
istic standard prompted the attempt of Cairnes to bring out, in 
more distinct relief, the so-called real or human elements of 
cost. The same conception has prevented an interpretation of 
capitalist’s cost and valuation as self-centered psychological phe- 
nomena, either by the classical or the Austrian economists, and 
has led in either case instead, to an apparently quite artificial 
one. 

If then we discard the hedonistic principle, according to 
which experience is ultimately to be expressed in terms of the 
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standards of pleasure and pain, we may to all appearance 
approach somewhat nearer to the truth regarding cost and value. 
Except upon this principle the effort of the laborer in securing 
his reward, whether as an independent producer or as a member of 
a capitalistic organization, may not be set apart as a fact of dif- 
ferent kind from the expenditure of the capitalist in the gaining 
of his normal ends. Neither pain nor pleasure is more essenti- 
ally characteristic of the one mode of activity than of the other. 
In either case pain is incidental to a discrepancy, pleasure to the 
degree of correspondence, between the end ideally in view andthe 
end which the meansat handareadequatetosecure. The empirical 
distinction between the laborer’s effort and the capitalist’s expen- 
diture is merely one within the category of means, and may, from 
the point of view of the consciousness of cost, be neglected. It 
remains therefore to elaborate a conception of cost as a principle 
within the universal process of the pursuit of Ends and the 
adaptation of Means thereto.’ If this view of cost and its rela- 
tion to valuation be found to be a valid one it will apply to the 
fact equally well, whether under primitive or capitalistic condi- 
tions of production.” It will agree with the Austrian economists 
* Mr. Smart, in his /ntroduction to the Theory of Value, makes a similar sugges- 
tion though apparently from a different point of view, since the “end” is conceived of 
as having a possible existence as such without reference to well-being and without 
organic relation to the means. “ [Value] seems, in fact, to arise in the relation of 
Means toEnd. Value then will take various forms according to the “end” to which it 
related. The end may be, directly, the well-beingof man . . . Orthe end may 
be some mechanical or technical result which has no direct reference to personal well- 
being, or at least admits of being considered for the moment as a merely objective or 
intermediate result. Answering to these two classes of ‘ends,’ we may divide the phe- 
nomena of value into Subjective or Personal Value and Objective Value” (pp. 4-5). 
“It may be possible, I think, to connect [all kinds of value] under the general con- 
ception of ‘that which avails’ or under the relation of Means to End; but whether 
much is gained by this for economic science I should not like to say. Here, at any 
rate, we shall . . . consider Subjective and Objective Value in general as two 
independent conceptions accidentally associated in common usage” (p. 7). “ Bohm- 
Bawerk . . . thinks that any more universal conception . . . would be ganz 
leer und schattenhaft” (note p. 7). It should be remembered in this connection that 
the Austrian economists regard “purchasing power” as an objective value or 
efficiency. What then of the disjunction of subjective and objective value ? 


*See Working Principles, p. 92 et seg. Especially second paragraph. 
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that in capitalist production cost should be interpreted as capital- 
ist’s cost but will differ from it in assigning to cost, whether 
capitalist’s or other, a definite and sufficiently “ultimate” psycho- 
logical standing. In the first particular again it will also be in 
agreement with the older classical economists and what is neces- 
sarily, after all, the substantially identical view of their modern 
representatives. Further it will imply a different view concern- 
ing the general significance of the question which has all along 
held a most important place in the attention of the classical 
economists—the nature of the dynamic relations which obtain 
in the industrial world between the “real” or labor cost and 
capitalist’s cost of production. And finally it is believed that 
such a view of the function of the consciousness of cost will 
afford some sympathetic insight into the underlying psychological 
motives of the labor theory of value. 
Henry W. Stuart. 
UNIVERSITY OF CHICAGO. 
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Spaniens Niedergang wihrend der Preisrevolution des 16. Jahrhun- 
derts. Ein induktiver Versuch zur Geschichte der Quantitits- 
theorte. By Dr. Moritz Jutius Bonn. Stuttgart, 1896. 


Tuis book is a chapter in economic history with a purpose. The 
writer has gathered a large body of facts relating to Spain in the six- 
teenth century, with the view of throwing light on the theory of 
prices. After tracing some phases of the history of the idea that 
prices depend upon the quantity of the precious metals, he raises 
several questions, which together constitute the theme of his discussion. 
These questions are: 1. Was there a price revolution in Spain? 2. 
Was this price revolution caused by the importation of the precious 
metals. 3. Did the increased prices consequent on American discoveries 
cause the decline of Spain ? 

The consideration of these questions makes the subject-matter of the 
book in hand. As indicated by its sub-title, the author has proposed 
to answer them by examining the facts of Spanish economic history 
in the century named. This gives to the treatise, in parts, the char- 
acter of a statistical inquiry, yet in actual arrangement it falls short of 
that perfectly clear order, which is an essential quality of a statistical 
statement. And at certain points of the reading one receives the 
impression that the material is too extensive for the inexperienced 
hand of the writer. He may have worked through it to his conclusions 
in a manner satisfactory to himself, but it is not always easy to follow 
him. In some parts even there are indications that the information 
gathered has not been well digested; and this suggests that the | 
qualities of a laborious investigator are not always accompanied by 
the qualities of a skillful writer. Dr. Bonn has clearly not mastered 
these two professions equally well. 

The first question is answered by the conclusion that between 1503 
and 1603 there was an important general increase of prices. The 
inquiry which aims to establish the causes of this rise leads to an 
elaborate presentation of the political and economic affairs of the 
Spanish monarchy during the sixteenth century; and the result of 
this extended investigation is the conclusion that inadequate produc- 
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tion, and not the great supply of silver, was the chief cause of the 
increase of prices. It is possible that at this point insufficient atten- 
tion has been given to the effect of the increase of silver in causing 
the decline of production, which had begun under the influence of 
other causes. There is, moreover, a certain undesirable vagueness in 
the statement that “the imperfect economic organization of the nation 
was that which in the last instance had caused the increase of prices” 
(p. 194). The answer to the third question appears in the statement 
(p. 195) that “the increasing prices did not cause the impossibility of 
further production; the impossibility of further production caused 
increasing prices. It was not properly through foreign competition 
that Spanish industry declined, but the fall of Spanish industry, 
induced by the burden of taxation and unwise protection, led to foreign 
competition. The increasing prices did not cause the decline of the 
Spanish monarchy.” A certain confirmation of this view, in which is 
involved the answer of the third question, is found in the fact that the 
economic decline of Spain began before American silver had exerted 
any influence whatsoever on the affairs of that country. Yet the 
extremely positive statement of our author leaves us with a conclusion 
too narrow and one-sided to be fully warranted by the complex forces 
that were powerful in determining the fate of Spain in the sixteenth 
century. 
BERNARD MOsEs. 


Principles and Practices of Finance. By EDWARD CARROLL, JR. 
New York: G. P. Putnam’s Sons, 1895. 8vo. pp. vii+ 311 


Mr. CaRROLL’s book is most accurately characterized by its subtitle 
which describes it as “a practical guide for bankers, business men, and 
lawyers. It is thus, in no sense, a treatise on finance. 

Although the first pages of the volume make some attempt at the- 
oretical discussion of value, credit and money, etc., this earlier and 
cruder portion has not been the object of the author’s most serious 
attention. Nowhere has an attempt been made at independent thought 
or the exposition of new material. What is sought is the arrangement 
of facts, more or less familiar, in convenient form and compass. The 
larger part of the volume is occupied with a consideration of the 
currency and banking system of the United States and a description of 
the mercantile methods’ and credit instruments in vogue. Modes of 
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transportation and communication are included by the author in his 
discussion. 

There is not much to be said in criticism of the volume. The 
numerous blunders it contains are so patent that they may be detected 
by the most careless reader, if he has some acquaintance with general 
principles of economics. The style has the full measure of that crude- 
ness which is, to a certain extent, forced upon the compiler of well- 
known facts. More satisfactory results might have been expected had 
the scope of the book been narrower. The attempt to treat a variety 
of abstract economic ideas in a brief space at the beginning of a book 
is a mistake. Possibly the volume may serve a purpose as a reference 
book, but it is of doubtful value at the best. 

H. PaRKER WILLIs. 


The Joint Standard. A Plain Exposition of Monetary Principles and 
of the Monetary Controversy. By ExijAn Hetm. London: 
Macmillan and Company, 1894. 8vo. pp. xv+22I1. 


THE subject matter of this book may be classified under four gen- 
eral heads. Of these four parts the first treats, with considerable full- 
ness, of the functions of money, credit, etc., and gives an exposition of 
the theoretical basis of the joint (or “ double’’) standard. Prices and 
the supposed appreciation of gold are considered in the second divi- 
sion of the book; wages, taxation, etc., as affected by the fall of prices, 
in the third; while the fourth part is concerned with some present 
aspects of the monetary question in the principal countries of the 
world. 

There is sufficient clear exposition of tacitly understood monetary 
commonplaces in the Joint Standardto make it plain that the author’s 
business education has not been thrown away. But also there is much 
that, while quite as common, is not as admissible as these familiar state- 
ments. Besidesthese there isan unclassifiable residuum of doubtful 
statements of fact and more doubtful formulations of theory. Asa 
whole the book has neither novelty of subject matter nor scientific fresh- 
ness of presentation. It clings to vicious or exploded doctrines with 
apparently unquestioning faith, and its use of familiar facts is not con- 
vincing. ‘The fundamental doctrine to be foundin the volume is the 
overworked quantity theory, in much the same form in whichit is held 
by President Walker. Bg. ?. W. 
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Political Economy for High Schools and Academies. By ROBERT 
E.tis THompson. Boston and London: Ginn & Co., 1895. 
12mo. pp. 108. 


On taking up this book the reader does not expect an independent 
and original presentation of economic questions, for he is told in the 
preface that it “ presents the views of Political Economy which are 
held by the National School of List and Carey.” The author seems to 
think that a choice must be made between this and the “Orthodox or 
English School.” 

A large part of the book is taken up with descriptive and historical 
matter. Because of this fault the student is given no preparation for 
Chapters VIII. to XII. inclusive. These are chapters on such practical 
subjects as Taxation and Public Debts, Foreign Commerce, Domestic 
Commerce, Protection and Free Trade, and Communism, Socialism, 
and Anarchism, and make up nearly one-half of the volume (pp. 
62-108). It would seem today needless to insist that the first course 
in Political Economy must be a course in principles. 

For the definition of Political Economy as “ National housekeeping, 
after the manner of our forefathers when each family was an individual 
unit” (p. 6), and from other citations to be made below, it seems clear 
that the author considers it the province of Political Economy to 
formulate an aggressive sort of social policy and see to its carrying 
out. In the discussion of railways (pp. 77 and 78) the author holds 
that it is “just to forbid special rates’ under certain circumstances, 
that “our right policy” is “to create a vast number of small local 
centers of trade,” and the like. The last paragraph but one in the 
chapter on “ Domestic Commerce” (p. 80) is a nice little temperance 
lecture. Tariffs the author would invoke as the tutelary deities of the 
nation. “The maintenance of merchant shipping is another measure 
for the proper regulation of commerce”’ (p. 89). In much of the book 
the auxiliary “should” plays a conspicuous part. Such well meant 
remarks would be proper in a work on Practical Politics or Social 
Reform, but in a text-book on Political Economy they are pure senti- 
mentalism. 

In a book for beginners, definitions should be simple, certainly not 
figurative. The definitions of wealth (p. 11) as “our power over nature,” 
and of value (p. 12) as the “measure . . . of nature’s resistance to our 
obtaining the things we need” contain too much of metaphor. 














: 


390 JOURNAL OF POLITICAL ECONOMY 


The definition of Capital (p. 24) includes “all the knowledge and 
experience” a man possesses, “all the special expertness he acquires in 
doing any sort of work, and even all the vigor he derives from the 
food he has eaten.” This would certainly confuse a beginner. Price 
is evidently confounded with value (p. 14). 

On Money the author has some genuine mercantilist notions. For 
instance “‘money goes to (sic) where money is because the country 
which has plenty of money can produce the most cheaply” (p. 39). It 
would seem then that when Spain got a little gold in the early part of 
the sixteenth century more should have followed as a consequence. 
The statement of the author that as the Spanish people “were not 
much disposed to work . . . the money left Spain for France, Holland 
and England, who made better use of it” (pp. 40-41), does not 
tally with his theory as stated above. Again, “to exchange these metals 
(gold and silver) for dry goods or hardware is ordinarily a very bad 
bargain” because *‘it is exchanging industrial power for the products 
of power” (p. 40). Silver should be “ remonetized” (p. 49), but no 
reasons are given. In the chapter on “Banking, etc.,” the somewhat 
misleading statement is made that “in England and America the farm- 
ing class are excluded as a rule from banking privileges” (see pp. 58, 
59, and 61). The author finds, as the effect of our limiting the issue 
of notes to the National banks, “that there are few banks and not 
many bank notes in the South and West, while the North and East can 
have as many as they choose” (p. 79). That is, notes are plenty in the 
North and East because issued there. The author forgets “money goes 
to where money is.” 

In the discussion of Domestic and Foreign trade no mention is 
made of the principle of comparative cost. The author accepts (p. 
74) Adam Smith’s conclusion (Wealth of Nations, Book II. Chap. V.) 
that a given capital engaged in domestic trade may be twenty-four 
times as productive to the community as a like capital engaged in 
foreign trade. In discussing Protection, the author says “it is true 
that at first the price of the article, whether homemade or imported, 
rises after a protective duty has been laid on its import” (p. 84), and 
then (p. 85) argues that “the manufacturer of a protected article does 
not add the duty to the price at any stage.” Again, it is found that 
the “average consumption” (p. 92) has risen higher in America than 
anywhere else in the world, and this, too, after we adopted a protective 
policy (1862-94). Of course the average consumption in free-trade 
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England is not higher than in Germany or Spain. Racial character- 
istics, natural resources, and the like, are apparently conceived to have 
nothing to do with it. 

Although the problems of distribution are not dealt with at all, the 

_ question of the rate of wages and the rate of profit is touched upon. 
We are told that “the great problem is to drawa line of division 
between them.” On,this point the author says, “where it shall be 
drawn is not fixed by any natural law but by agreement” (p. 28). 
In the making of this agreement three factors are presented as helping 
the workingmen: (1) Public opinion, (2) combinations, (3) strikes or 
threats to strike (p. 29). Such facts as ability, numbers and moral 
qualities are given no place in determining the level of wages. 

To sum up. The book is for beginners. As such it violates the 
laws of sound mental development. It presents practical questions, 
the understanding of which demands a knowledge of principles, before 
it gives the princip'es. It contains too much of the historical and 
descriptive. Finaliy, when attempting the discussion of principles 
the author has made many serious mistakes in logic. 

J. W. MILLION. 








Catholic Socialism. By Francesco S. Nitti. Translated from 
the second Italian edition by Mary MAckINTOsH, with an 
introduction by Davip G. Ritcuiz, M.A. London: Swan 
Sonnenschein & Co., New York: Macmillan & Co. 8vo. 


pp. xx + 432. 


THE author of this volume, Professor of Political Economy at the 
University of Naples, has here presented the first of a series of studies 
hereafter to be completed on the important types of modern socialism. 
The first study is confined to Catholic socialism, as being the type 
least generally known. Furthermore, in view of the importance of the 
more recent Catholic congresses at which the social question has been 
discussed, Professor Nitti wished to indicate the tendencies of the 
Catholic socialists, a school which “seeks to reform society in the 
name of God,” though it “does not on that account seek to modify it 
any the less profoundly.” Catholic socialism is only one aspect of 
so-called religious socialism. And Professor Nitti expects at some 
later day to consider other aspects of religious socialism, besides 
anarchical socialism, collectivism, state socialism, etc. 
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The volume now at hand, made up of twelve chapters, falls rather 
naturally into three parts: (1) The division of the book which deals 
with such general subjects as Socialism and Christianity, Attitude of 
Catholicism and Protestantism with regard to the Social Question, and 
others (pp. 1-100). (2) An historical, comparative and more or less 
critical statement of the theories, schemes and tendencies of the 
so-called Catholic socialists in the leading European countries and the 
United States (pp. 100-358). (3) Finally, Professor Nitti devotes the 
concluding chapter to “The Papacy and the Social Question.” Among 
the appendices will be found the important Encyclical of Leo XIII 
on Labor, of May 1891. 

The early chapters treat of the more general aspects of the subject, 
though here, as elsewhere, will be found the thread of history which 
makes the entire volume, properly speaking, a history of the Catholic 
social movement, for with Catholic theorists no less than with Pro- 
fessor Nitti the term “socialism” is loosely used. In a general 
sense socialism, according to the author, is rather an inspiration 
than a doctrine. It is “the outcome of the profound contrast 
existing between the political liberties that have been granted to 
the working classes and the economic slavery, the yoke of which they 
feel all the more heavily since the acquisition of these very liberties” 
(p. 4). More definitely it is ‘a complete economic system the direct 
outcome of philosophical doctrines” (p. 6). Further along we note 
that socialism is “not a fixed and determinate system, but rather a 
movement that undergoes modification according to the historical sur- 
roundings and economic tendencies of each nation” (p. 29); hence 
its power and diffusion. It is “nothing else than the doctrine opposed 
to Individualism” (p. 77). Catholic socialism in particular, we are 
told, “is in substance but the application of Christian principles to 
state socialism” (p. 350). And Archbishop Vaughan of England is a 
Catholic socialist because he “favors all reasonable and just efforts to 
alleviate the sufferings and improve the moral, material and social state 
of the less fortunate classes of society” (p. 324). 

These citations, indicating various points from which the elastic 
phenomenon of socialism may be viewed, suggest at once the vague- 
ness characteristic especially of the early chapters, in which the author 
attempts to limit his subject, and so to place it in its relations. The 
numerous quotations from a wide range of writers hardly tend to 
make clear what the author understands by Catholic socialism. The 





BOOK REVIEWS 393 


truth seems to be that the term “socialism,” whether applied to the 
views or to the practical schemes of reform which the church would 
sanction, is a misnomer. The encyclical of 1891 shows clearly that 
the church has not departed from the old lines of its social policy. 
And it is only when these lines are transgressed that socialism, in a 
definable sense, begins. The volume is, however, not to be judged 
fairly from the early chapters. 

Whatever may be said of the constructive work of Professor Nitti, 
the more strictly historical and comparative study of the Catholic social- 
reform movement (pp. 100-358) will be valuable to those who wish to 
understand the present attitude of the Catholic church towards the 
social question. In the history of this movement there is little mate- 
rial of importance previous to 1864, the year of Archbishop von Ket- 
teler’s book— Die Arbeiterfrage und das Christenthum. From that 
year, under von Ketteler’s influence, Catholic churchmen began to 
discuss somewhat freely the social question, and gave some attention to 
political economy. By 1869 in Germany a Catholic socialist party 
had been organized. Today the strength of the Catholic socialists is 
greatest in Germany, Austria, Switzerland, France and Belgium. To 
these countries Professor Nitti devotes his best energy. 

Considerable space is given to the German Catholic writers, notably 
von Ketteler, Moufang and Hitze. The theories of the Austrian leaders, 
Rudolph Meyer and the late Baron von Vogelsang, are set forth at 
length. A chapter is devoted to Gaspard Decurtius and Swiss socialism. 
The views and practical schemes of the Frenchmen, Count de Mun and 
La Tour de Pin Chambly, are discussed. The experiment of von 
Schorlemer-Alst in Westphalia, the Bauern-Vereine, which have become 
so important a factor in many agricultural districts in Germany, 
together with such plans as those of the Catholic industrialists in the 
north of France, especially M. Léon Harmel’s factory at Val-des-Bois 
are very fully explained. 

Von Ketteler, the first among Catholic prelates seriously to con- 
sider the attitude which the Church should assume toward the social 
question, was inspired by Ferdinand Lasalle. Of course the church- 
man differed from Lasalle on many points. In the first place the 
Archbishop was a believer in private propery. “The Democratic 
socialists commit a grave error when they deny the right of property ” 
(p. 125). Again, although he looked favorably upon the Productive 
Associations, he denied the right of these associations to obtain their 
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capital from the state. He argued that it was in direct violation of 
the law of property for the state to levy taxes to better the normal 
condition of the workmen. The state should tax parishes or propri- 
etors only for the relief of the poor, to save men from extremities. 
But the church may do what the state may not. In other words, the 
capital for the associations should be raised by voluntary subscriptions 
among Christians, and thus the associations would be under the con- 
trol of the church (pp. 126-7). This is the first step in the history of 
the movement. 

By 1871 Canon Moufang was ready to draw up the programme of 
the Catholic socialist party. He believed that church and state together 
must seek a solution to the problem of emancipating the working 
classes from the evils of competition. And, on the whole (he admitted) 
the obligations of the state are heavier than those of the church. The 
state need not create associations, but it should aid and encourage 
them. 

After Moufang the most active and eminent of the Catholic social- 
ists in Germany was Canon Hitze. He has been the leader of the 
Catholic socialist party in the Reichstag. His views have been widely 
accepted outside his country —in Austria, Switzerland and France. 
An ardent opponent of economic liberty, he regards as the sole means 
to social tranquillity a return to the old corporative institutions or 
guilds (p. 145). 

Space enough has been given to Professor Nitti’s exposition of the 
Catholic movement in Germany clearly to indicate his method and to 
make significant the attitude of the Catholics toward the social ques- 
tion." Two ideals have gradually asserted themselves in this move- 
ment as a means to social reform : (a) the ideal of labor corporations 
associated after the manner of medizval guilds, and (4) that of state 
intervention. There seems no doubt today that the church has com- 
mitted itself to the principle that in industrial life, control from with- 
out — external interference—is a necessity. The Austrian Catholics 
have already secured compulsory guilds for the encouragement of 
industry. The Germans and the French, followers of Moufang or of 
Count de Mun, are urgent on behalf of state intervention, and in most 
matters are in real accord with the state socialists. 


*See the discriminating article by Mr. j. G. Brooks in the January number of 
the J/nternational Journal of Ethics, entitled “The Social Question in the Catholic 
Congresses.” 
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The later portions of the volume, notably the concluding chapter, 
are of little consequence. Here the Catholic bias of the author is most 
evident. We may note for instance this statement: “ Whatever may be 
the economic programme of modern socialists, there is nothing contrary 
to it in the origin, traditions and principles of the Catholic Church” 
(p. 360). In view of the Pope’s encyclical of 1891, what could be 
more absurd than the saying that the church “accepts, or at least does 
not consider unjust, the greater part of the claims of modern social- 
ists” (p. 363)! The truth is that the Catholics who are fit to have 
opinions on matters of industrial and social policy accept generally the 
present economic order —the wage system, private property, rent, etc. 
Though many of them would have wage-earners become property 
owners by means of building and loan associations, savings and credit 
banks and in other ways, they are as a body still very far from the 
standpoint of true socialists. H. B. LEARNED. 


Von Darwin bis Nietzsche: ein Buch Entwicklungsethik. By Dr. 
ALEXANDER TILLE. Leipzig: C.C. Naumann, 1895. 8vo. 
pp. xx + 241. 

THE present treatise of Dr. Tille’s is an attempt to summarize the 
various applications of the selectionist doctrines that have been made 
to the fundamental problems of ethics, but it of necessity includes much 
that belongs to the domain of sociology rather than to that of ethics, or 
that is common to the two. The work does not attempt to trace the 
growth of selectionist ethics beyond the work of Friederich Nietzsche, 
which work the author—with a disposition to overestimate both the 
originality and the importance of Nietzsche’s work in this connection— 
regards as marking the advance of evolutionary ethics and selectionist 
sociology from the stage of speculation to that of an assured scientific 
position. This limitation of the scope of the inquiry accounts for the 
exclusion of certain recent writers, but hardly justifies the omission of 
such a critic of selectionist theories as Ritchie, or of such an advocate 
of conscious selection as Stanley, the work of both of these writers 
being largely concerned with the problems of evolutionary ethics. 
Much less do they justify the Teutonic exclusion of the claims of 
French writers, set forth in the following dictum: “In the cultivation 
of this field [the application of the selectionist doctrine to ethical prob- 
lems] Germans and English have exclusively shared. Only in scientific 
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statistics (naturwissenschaftliche Statistik) which will in the future be of 
significance for Darwinian social ethics, have the French coéperated.” 
In point of fact, the profound significance of selectionist theories for 
social ethics was very early insisted upon by Mme. Royer in her trans- 
lation of Darwin, with something the same overconfidence in their 
direct and unmodified applicability that seems to be characteristic of 
Dr. Tille himself; and that at the same time the necessity of sub- 
stituting the conception of social selection for that of natural selection 
as the basis of the new evolutionary ethics and sociology was with great 
foresight pointed out by the anthropologist Paul Broca. The fact is 
further that Dr. de Lapogue, in addition to his contributions to natur- 
wissenschaftliche Statistik, has, in a series of essays beginning with 1886, 
applied the conception of social selection to the fundamental problems 
of ethics, of history, and of sociology with such originality and insight, 
and has had such an influence upon other thinkers as to entitle him to 
be regarded as one of the principal founders of the selectionist school 
of sociology. 

Fragmentary and ill proportioned, however, as is Dr. Tille’s work 
in some respects, it is nevertheless to be regarded, from the point of 
view of the sociologist as well as of the ethical student, as a valuable 
compilation of the views of the selectionist school and as a suggestive, 
though often extreme and arbitrary criticism of ideals and institutions 
which do not subserve the ends of natural selection as the author con- 
ceives it to work. The author fully acknowledges his obligations to 
Hackel and to C. M. Williams, upon whose Review of the Systems of 
Ethics founded on the Theory of Evolution he has in considerable meas- 
ure relied. The working out of selectionist theories and their appli- 
cation to the problems of human well-being he traces from the Malthu- 
sian theory through the writings, among others, of Darwin, Galton, 
Wallace, Spencer, Huxley, Hackel, Weisman, Morrison, Balfour, Alex- 
ander, Radenhausen, Biichner and Nietzsche, in a series of chapters, 
the titles of which will indicate some of the main points of view from 
which the author considers the interrelations of different schools and 
writers. The first chapter, Eatwicklungslehre und Entwicklungsethik, 
treats the broader outlines of the subject. Die Uberwindung des Gliick- 
utilitarismus brings the Benthamite doctrine into comparison with the 
positions of Leslie Stephen and of Wundt. Der physiologische Utilitar- 
isms considers the work of Spencer, Fiske, Williams, Héffding and Bebel. 
Nachstenmoral und Gattungsmoral states, or overstates, the opposition 
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between ethics based upon the claims of one’s fellow-beings as such and 
ethics based upon the conception of race improvement. Die deutsche 
Entwicklungsethtk cecalls first the remarkable anticipations of Wilhelm 
Jordan, and then describes the work of Hackel, von Carneri, and Starke. 
Humanitat und Darwinismus follows the theories of Radenhausen and 
Biichner. The final chapter, Das neue Jdeal, is asomewhat overappre- 
ciative statement of the work of Friederich Nietzsche. 
C. C. CLosson. 


Die Bevilkerungs-Wissenschaft und Ihre Praktische Bedeutung fiir 
die Gegenwart. By Heinz STARKENBURG. Leipzig: Wil- 
helm Friedrich, 1895. 8vo., pp. vi+103. 

WHILE this work has comparatively little scientific value, it is of 
interest as a somewhat extreme example of the prevalent tendency to 
emphasize the problem of the quality or character of population as 
contrasted with the quantitative problem of population that has been 
kept in the foreground of economic discussion since the time of Mal- 
thus. The question of the quality of population, as modified from 
generation to generation by economic and social conditions, and, as on 
the other hand, largely determining social development, has been neg- 
lected—sometimes under the assumption that the average quality of 
the population of a given country may be regarded as a fairly constant 
factor, and sometimes under the assumption that the whole problem is 
outside the range of profitable investigation, important perhaps, but 
insoluble. The contributions to the study of the subject which have 
been made by such writers as Galton and de Candolle, and which are 
being offered in increasing number by de Laponge, Ammon, Haycraft, 
Wallace, Morison and others, are making it evident that there is pos- 
sible a science of population that will considerably modify sciences so 
apparently removed as economics and history, and that in much 
greater degree, will shape the development of the much desired sci- 
ence of sociology. 

With these tendencies at work, one might reasonably turn with 
large anticipations to a work bearing the ambitious title; de Bevilker- 
ungs-Wissenschaft. Such anticipations would not be met by the 
present work. The author has some conception of what a science of 
population might achieve, but his own contribution consists only in 
certain provisional suggestions, and for the rest his book is so provin- 
cial as to show no sign of the serious work in the same direction that 
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is being done in Germany and elsewhere, and his practical proposals 
are too ill-judged to command confidence. 

After passing in review the influence exerted upon the growth of 
population by climate, race, occupation, education, economic condi- 
tions, the prevailing family ethics, and the type of family organiza- 
tion, he reaches the negative conclusion that “it is an unprofitable 
task to express in mathematical form the rate of the increase of 
population, and that it is entirely illusory to believe that one can draw 
any conclusions as to the future,” from the so-called principle of 
population, “or rest thereon any practical policy.” Absolute and gen- 
eral overpopulation, the author regards as “a picture of phantasy.” 
Local and relative overpopulation — population too great for a given 
region under the existing economic system — must be relieved by 
economic progress, and by migration to the comparatively unculti- 
vated parts of the world. Over against the economic danger of over- 
population, the writer sets “the ethnological danger of decrease.” 
“A people which checks its increase, has pronounced its own death 
sentence ; it sacrifices itself for the benefit of its less calculating and 
cautious neighbors.” Similarly, within a given race or community, the 
propaganda for restricted increase, appealing to the better element of 
the population, “ proclaims a selection of the unfit,” and tends toward a 
deterioration in the average quality of succeeding generations. 

The author’s practical suggestions favor a radical policy of public 
encouragement of an increase of population. Among other proposals 
are the following : Complete recognition of the economic independ- 
ence of women ; removal of legal obstacles to the forming or breaking 
of marriage ; universal, free and equal education for all, without dis- 
tinction of sex or rank ; public establishments for children whose par- 
ents are not able to support them ; the establishment of public eating 
halls, laundries, heating and lighting apparatus, etc. Measures such as 
these would doubtless bring about a struggle for existence intense 


enough to satisfy the most radical of the ultra selectionists of the Kidd 
type. ccc. 


Die Drohende Physiche Entartung der Culturvolker. By W. 
SCHALLMAYER. Berlin: Heuser’s Verlag. Zweite Aufgabe. 
8vo. pp. 60. 


Dr. SCHALLMAYER’S brief essay comprises, (1) An examination of 
some of the forces of social selection with a view to determining 
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whether they work toward the improvement or toward the deterioration 
of the race, and, (2) a practical consideration of means for resisting 
tendencies toward degeneration. 

The attitude of the author is distinctly that of the selectionist 
school, and his point of view is so very similar to that from which Dr. 
Haycraft approaches the same problems in his Darwinism and Race 
Progress, that a comparison of the two works is at once suggested. 
Both writers, though practically concerned in the furtherance of the 
medical art, see clearly that the progress of medicine and of hygiene, 
in lessening the selective action of disease, is likely to result in the 
physical deterioration of the race. “The higher the efficiency of medi- 
cine is carried,” says Dr. Schallmayer, “the more will following 
generations stand in need of medicine.” “It gives assistance to the 
individual, but at the cost of the race.’ ‘The increased preservation 
of the sickly,” says Haycraft in a similar vein, “has diminished the 
average robustness of constitution, or innate healthiness of the race, 
for a larger proportion of sickly ones are living amongst us.” Dr. 
Schallmayer’s estimate of present tendencies is, however, rather the 
more pessimistic, and he is far more confident than Haycraft of the 
immediate possibility of so controlling the forces of selection as to 
promote the physical improvement of the race. 

The effect of present economic and social conditions on selection, 
and in particular the influence of wealth and position upon marriage 
is regarded by both writers as prejudicial. Schallmayer goes so far as 
to hold that under socialistic conditions, selection would be more 
favorable to race improvement than under the existing régime.. The 
latter author dwells also upon the evil effects, from the selectionist 
point of view, of the requirement of military service from the healthier 
portion of the youth of a nation. 

The above influences and others of a similar sort are, in the opin- 
ion of the author, bringing about a deterioration in the average physical 
constitution of highly civilized populations, that must be met by 
organized direction of the forces of selection toward the increase of 
the sounder elements in the community and the elimination of the 
inferior. To this end he advocates a legal restriction of marriage to 
such persons as can show—on the basis of a proposed system of cer- 
tificates (Krankenpasskarte), and medical statistics—at least a fairly 
clear individual and family record as regards physical health. 

C. C. C. 
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The Tribal System in Wales. By FREDERIC SEEBOHM. London: 
Longmans, Green & Co., 1895. 8vo. pp. ix + 238 + (five 
appendices) 106, with three maps. 


Tue world is slow in waking to the fact that there is a present day 
renaissance movement hardly of less importance than the mental 
expansion which attended the revival of Greek studies in the fifteenth 
century. Few events of modern times have had more influence upon 
the intellectual culture of mankind than the English conquest of India. 
Observation of India has brought to light primitive social, religious 
and linguistic phenomena, out of the study of which science has 
created a new method of research—the comparative method, which, 
in the hands of Sir William Jones, Sir Henry S. Maine, Grimm and 
Schlegel, has wrought such wonderful results in our knowledge of 
philology and early institutions. For years India has had a 
fascination for scholars fond of the comparative method. Lately, 
however, there has been a reaction, so to speak, and students have 
begun to realize the important results to be gained from the considera- 
tion of facts nearer home. Sir Frederick Seebohm is the foremost 
representative of this new attitude in England. In the present volume 
he has sought “to point out the importance of a knowledge of the 
tribal system, wherever found, as an almost universal factor in the 


early development of European society, and in the formation of 
medieval institutions” (p. 8). The value of a study of the Welsh 
tribal system as a preparative to wider knowledge is amply justified 
when the tenacity of Welsh customs and their extraordinary continuity 
from earliest times to the days of Edward I., and even Henry VIIL., is 


known. 

The present work is a study of the structure of tribal society in 
Wales, the methods of tribal society and a comparative inquiry into 
other tribal systems being deferred unto another volume. As an 
author Mr. Seebohm is all that is admirable and wins his reader by his 
candor and open-mindedness. “I have done my best to place the 
reader,” he assures him, “in the position to draw his own conclusions 
. . - because I was unwilling to appear in any way to write in a con- 
troversial spirit” (p. 7). 

The extent of the ancient manor of Aberffraw on the Isle of 
Anglesey, and that of the castle and honor of Denbigh on the main- 
land have been selected as typical manorial units. The former 
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because it presents Welsh tribal institutions as they were defore the 
English conquest; the latter because of the light it casts upon the 
internal structure of the tribe; moreover, it has reference to the con- 
dition of affairs in North Wales both before and after the conquest. 
From the extent of Aberffraw it is ascertained that the free tenants in 
primitive Wales dwelt in we/es (pronounced “ welly,” literally “ beds”), 
or tribal homesteads, while the unfree dwelt sometimes on the desmene 
land (pp. 14, 21) and sometimes in outlying hamlets (p. 8). The wede 
was a family group including great-great-grandsons ; the shares of the 
sons in the kindred group being also called weées; but in case the 
parent were alive the sub-shares of the children were not called we/es, 
but gavells, ¢. ¢., the gavell was a division of the we/e. The wele, there- 
fore, was a division of the tribe, not of the land, holding an undivided 
share in the occupation of a district (pp. 29-30, 33-4, 45). At times, 
however, we find cases approaching the individualism of a modern 
family—separate homesteads (vé//ae) of free tenants and enclosures 
({villani) around them which were held more or less in severalty. Yet 
it is an interesting fact that when anything like proprietorship in land 
obtained in the tribal system, it fell into a tribal mould (pp. 21, 35, 60). 

When we look at the structure of tribal society in Wales, the study 
becomes more complicated. Blood relationship lay at the basis of the 
tribe which was, in fact, a bundle of Welsh kindreds. The entire tribe 
was a sort of “federate country” under a head king, who was regarded 
as the supreme kindred. The intensity of clan feeling was great. A 
Cymro was a Cymro no matter where he moved within its bounds. No 
stranger’s word availed against that of a Cymro. So intense was this 
acknowledgment of a common country and supreme kindred, that 
even the “kin-shattered” person did not of necessity cease to be a free- 
man nor become a man without a country. Welsh law was wonderfully 
forbearing with an offender. The descendants of a kin-wrecked 
person were protected in the rights of inheritance in the tribe for nine 
generations.* 

It would be impossible to present in detail the results of Mr. 
Seebohm’s investigations, but three features of the Welsh tribal society 
are of special importance: 

First," the marked feudal character of Welsh tribal organization. 
The organization of the tribe was for defense as well as for the main- 
tenance of equal rights (p. 63). The military character of the tribal 


*See pp. 63, 65, 69, 71, 91-4, 109, 118, 135, 139, 149. 
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organization is remarkable. At fourteen years of age a father ceased 
to maintain his son; henceforth he becomes a lord’s (uche/wr) “man”, 
and at twenty-one he took land from him and did military service. The 
introduction to this service was accompanied by a ceremony very much 
like that of investiture. What is more remarkable still is the fact 
that this feudal lord is a mounted horseman, while his vassals are 
foot soldiers, freemen though they are. How conclusively is here 
proven that feudalism is not German nor Roman in origin, but 
economic and social. The very solidarity of the tribe made 
liability to oppression by an unscrupulous chieftain greater; again, 
a kin-broken man might be driven by want to take a menial position 
just as in the early English laws we find the “ free-necked”’ man bowing 
his head for meat in the evil days. The breadth of the author’s schol- 
arship, as well as his judicial attitude appear in such a passage as the 
following : “It would be easy, using words with a conventional mean- 
ing, to describe the two principles working side by side in later tribal 
society (and perhaps from the first) as #rida/ and feudal. But by doing so 
some danger might be run of falling into the error of begging the ques- 
tion at issue. The real question is whether the so-called feudal tenden- 
cies were the result of outside feudal influences upon the tribal system, 
or whether what we call the feudal system in Western Europe may not 
itself turn out to have been in part the result of tendencies ingrained 
in the very nature of tribal society and thus underlying the conditions 
out of which feudalism grew” (p. 135). 

Second," the judicial organization of the tribe. In ancient Wales 
each tribesman was encircled with a “halo of mutual responsibility” 
for crime. There is much that is analogous to this in early English 
law, and the careful reader must already have drawn the inference that 
the manorial lord of pre-Norman England owed his origin not entirely 
to English sources. The analogy between early English and Welsh 
customs is most striking, however, in the case of the criminal laws of 
each people. The wergeld or werth (the word is guerth) of the Welsh 
king is stated to be “a hundred cows from each canfref in his domin- 
ion and a white bull with red ears to every hundred cows, and a rod of 
gold equal in length to himself and as thick as his little finger, and a 
plate of gold as broad as his face and as thick as the nail of a plough- 
man who has been a ploughman for seven years” (p. 106). The worth 
of the queen was one-third that of the king as was also that of the 


*See pp. 101-7, 163. 








BOOK REVIEWS 403 


edling (atheling?), or designated successor of the king. The life of 
the king’s steward was rated at r89 cows and other royal officers at 
126 cows, while the same value was attached to the life of a free tribes- 
man, a circumstance which shows the high estate which the Welsh 
freeman enjoyed. Lower grades were in proportion. 

Third,’ the church. Wales had been at a very early date pene- 
trated by Christian missionaries, but the character of this early relation 
cannot now be accurately ascertained. But in the sixth century the 
Cymric conquerors of South Wales, who overthrew the earlier Goidelic 
race came in contact with the Christian church. The chvrch set itself 
to tame the wild life of these tribal chieftains, with the result that they 
and their relatives filled the offices, so that the church in Wales as in 
Gaul in the time of the Franks, suffered from secular and feudal infil- 
tration. But the comparison between the church on the continent and 
the same institution across the channel is not the only observation Mr, 
Seebohm makes. He seeks to establish the fact of a live connection 
between the two. The comparative method becomes peculiarly evi- 
dent in this place. “The church” (in Gaul), he says, “continued to 
follow and to represent Roman legal forms and principles in its action 
under Merovingian and even later rulers. And this was so in a modi- 
ified sense even in the contact with the less Romanized tribes which 
fell under its influence—tribes which still adhered more or less to 
tribal custom. It is quite obvious that in the formation of the Alleman- 
nic and Bavarian codes of the seventh century, ecclesiastical influence 
was a strong factor. Not only had local customs to be codified, as in 
the case of the Welsh codes, but a modus vivendi had to be found for 
the church. The codes, therefore, disclose the methods adopted by 
the ecclesiastics under Merovingian rule in securing the interests and 
property of the church in districts newly conquered by the Franks. 

These districts on the borders of Gaul had more or less, like 
Britain, been under the provincial rule of Rome. They therefore pre- 
sent many analogies with the most Romanized portion of South Wales. 
Hence there ts at least some probability that the church would use the same 
legal forms and methods in the one district as the other. Why not? Espe- 
cially in the case of donations to churches and monasteries the monks 
were as likely to impose their own technical methods and legal formule 
in South Wales as in Gaul, and in the Allemannic and Bavarian dis- 
tricts” (pp. 193-7). 

*See pp. 147-8, 179, 188-93, 204, 220-6, 233. 
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Two curious facts regarding the church in Wales remain to be 
observed: First, the church was monastic rather than episcopal; epis- 
copacy was not territorial. In this respect the Welsh church was more 
like the church in the East. Second, just as proprietorship in land 
inclined to fall into the tribal mould, so we notice that rights of patron- 
age in the church tend to become subject to the rules of the tribe (pp. 
204, 233). 

The great value of Zhe Tribal System in Wales is plain. Real 
knowledge of one tribal system is the stepping-stone to a knowledge of 
others. The author’s concluding words may well be used to conclude 
this review: “In so far as the attempt has been approximately suc- 
cessful to place the knowledge of the main features of one tribal system 
upon a solid foundation of evidence, a step at least will have been 
gained towards a knowledge of other tribal systems and of their place 


in economic history.” 
JAMES WESTFALL THOMPSON. 


Feudal England: Historical Studies on the Eleventh and Twelfth 
Centuries. By J.H. Rounp. London: Swan, Sonnenschein 


& Co., 1896. 8vo., pp. ; 


Tuis work is a collection of essays, many of which have already 
appeared in the English Historical Review. The author is a free lance 
among historians, belonging to no recognized ‘‘School.’”’ Asan inde- 
pendent investigator, he presents these studies with the object “either 
to add to or correct our existing knowledge of facts.” Perhaps the 
most important conclusions reached are those upon the Domesday 
Book. A document, which has hitherto been known to a few, but has 
never received scientific treatment, the /ugutsitio Comitatus Cantabrig- 
iensis, is brought into comparison with the Domesday Book. The 
result is that the “Sacrosanct status” of the Great Survey is greatly 
impaired, and the Domesday instead of being an original document is 
shown to be like the /nguisi#io, a transcript from the original returns 
which were allowed to disappear. Light is thrown on some questions 
which have long puzzled the student. By bringing in the testimony of 
different documents in parallel columns—a kind of argument in which 
Mr. Round isan adept, it is shown that the caruca and eight oxen are 
interchangeable; that a hide consisted of four virgates; that there 
were thirty acres in the virgate. A view which is quite revolutionary is 
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advanced, that not the Manor, or the Vill was the unit of assessment, 
but the Hundred. The unit of 5 hides was the basis of the Hundred, 
and the normal Hundred was 100 hides, but the number often was 200; 
50, 25, 80, or go hides. In the “Danish” districts, however, the unit 
was the six carucates; in thése parts the Hundreds were on the 
duodecimal system, the normal Hundred being twelve carucates. The 
assessments, which were primarily laid upon the Hundreds, were sub- 
divided by the Hundreds themselves among the constituent Manors 
and Vills. 

The debate of 1163 between Henry II. and Thomas a Becket has 
been understood as referring to the Danegeld, and its importance is 
due to the fact that it was “the first case of any express opposition 
being made to the king’s financial dealings since the Conquest” (Stubbs). 
The money has been assumed to be Danegeld simply because it was an 
impost of two shillings on the hide. The difficulties of the case have 
been felt but not overcome, until the mysterious payment of two shil- 
lings for the sheriffs is designated as the auxilium vicecomitis, a local 
levy familiar enough in the twelfth and thirteenth centuries. Another 
interesting constitutional question is that of the debate on foreign 
service of 1197. The refusal of Hugh of Lincoln to respond to the 
king’s demands for the war in France is called by Stubbs “a landmark 
in constitutional history ;” and Freeman says that Hugh “spoke for 
the laws and rights of Englishmen.” The sources, though somewhat 
lacking in clearness, by an impartial comparison show that Hugh 
stood not upon the rights of an Englishman, or of a Churchman, but 
upon the ground that the church of Lincoln did not owe military 
service—‘Scio ad militare servitium domino regi, sed in hoc terra 
solummodo exhibendum, Lincolniensem ecclesiam teneri.” Scutage 
is not mentioned in the refusal. 

These are a few of the conclusions presented by the work of Mr. 
Round, and it will be seen that they are not merely matters of anti- 
quarian curiosity, but subjects quite vital to the history of the period. 
The special advantages which Mr. Round’s historical method possesses 
are twofold. First: the presentation of unpublished and often 
unknown documents, which fill out or correct the sources in use. The 
new material which the Records Office is made to furnish, renders a 
revision of many accepted views a necessity. Second: the absence of 
any preconceived theory of constitutional development. The purpose 
of Mr. Round is solely “to add to or correct,” and he writes only on 
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topics where something has been left unsaid. The book, therefore, is 
not in any sense a history or treatise of the period. The method is 
purely controversial. The arguments are supported not by reasons, 
but by facts, and the facts for the most part are presented in cumulative 
form. Some of the tables collected have a special value of their own. 

In point of style, there is one feature which is to be deprecated. 
While the method is of necessity controversial, it is not desirable 
that it should take an acute form. Referring to Freeman, there are such 
expressions as the following: ‘“‘One may deem it a duty to correct the 
errors into which he fell, and conscientiously to combat as an obstinate 
and mischievous superstition, the conviction of his preéminent accuracy 
and authority on matters of fact” (Preface x.); and again, “in all 
these fantasies of a brain viewing plain facts through a mist of moots and 
witan, we have what can only be termed history in masquerade”’ (p. 
538). Mr. Round claims that his opponents—that is, the supporters 
of Freeman—have not fought him fairly (Preface xii.). However 
this may be, a less egoistic form of discussion in one who is acknowledged 
“the ablest student of the Domesday Book,” would better suit the dignity 
of the subject. Such repeated expressions as, “I insist upon the fact,” 
“my discovery,” “the evidence I have collected,” “I take my stand 
as absolute proof,” are in contrast to the modest objective style of 
Pike’s Constitutional History of the House of Lords. But the method 


of scholarship exemplified in Feudal England cannot be too highly 
commended. 


J. F. BaLpwin. 








NOTES. 








THE appearance during the coming summer in the United States 
of Professor Maffeo Pantaleoni, of Naples, as a lecturer in one of our 
universities, is an event of some significance. That one of the leading 
economists of Italy, who, occupying the chair in the largest university 
of his country, should come to American students, makes it less proba- 
ble that our students should, in the future, regard study abroad as 
essential to economic training. For economic students, a stay in 

Europe is becoming what it is for Americans in general, a means of 

acquiring a closer acquaintance with modern languages, of getting a } 
personal knowledge of European scholars, and of observing European 

methods of teaching. As for economic training, pure and simple, { 
American universities probably now furnish the best opportunities. 














THE recent attempts to secure the repeal of the imprisonment 
clause of the Interstate Commerce Act, coming as they did so soon fi 
after the decison of the Supreme Court in the Brown case, indicate 
that new life has been put into the law. Railway men who have been 
practicing discriminations and other violations of the law are likely to 
exercise more care than at any time since the decision in the Counsel- 
man case weakened the power of the Commission. 

It seems unfortunate that ten years are required after a law is passed 
to get it interpreted by the courts and into effective operation. But : 
ten years isa short period to allow when powerful interests contest ) 
every step. In the years from 1887 to 1890 the railways made a sem- 
blance of obeying the law and carrying out the requirements of the 
Commission, but since Mr. Counselman refused to testify and was 
upheld by the courts in his refusal, the law has been violated at will. iL 
The amendment of 1893 and the recent decision in the Brown case BE 
put the Commission and the railroads again on the footing that they 
had in 1890. One hopeful sign is that the better railway men approve 
the decision and insist that rates will now be maintained. It is doubt- 
ful, however, if the added power which the authority to compel testi- 
mony gives, will, alone, make the Commission much more effective. 
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It may hold some of the more unscrupulous managers in check, but 
an amendment permitting pooling or an entire reorganization of the 
Commission, or both, will be necessary before the desired results can 
be secured. 


THE treasury gold reserve, when replenished by the last issue of 
$100,000,000 of bonds, was raised to $128,000,000, and this amount 
would have been, under ordinary conditions, sufficient to establish 
some kind of certainty as to the maintenance of the standard. At the 
time of the issue of the March JouRNAL the country was enthusiastic 
over the successful sale of bonds and the supposed offer of a sum of 
gold which was over $550,000,000 (or the amount of the subscriptions). 
At that time, attention was called to the real significance of the events 
connected with the bond sale. It was said that the real test of success 
must be sought for in an actual allaying of doubt as to the certainty of 
the gold standard, as evidenced by a renewal of the payment of customs 
duties in gold by New York banks. If bankers in the United States 
became confident of gold payments they would willingly let their gold 
go out, sure of its return in the ordinary course of payments. The 
bond sale and the replenishment of the gold reserve to $128,000,000 
could be said to have had the desired effect, only if it restored con- 
fidence in the certainty of gold payments for the future. 

It is needless to say that this effect has not been produced by the 
bond sale. The regular decrease of gold in the treasury reserve which 
has gone on for three months has not been rapid, but it has been 
sufficient already to lower the amount to $111,000,000. Any serious 
gold exports for a week or two would again bring the reserve to 
the $100,000,000 limit; and we should again have all the old nervous 
symptoms of distress in trade and the loan market. The facts are 
evidence that the renewal of discussion about free coinage of silver in 
the presidential campaign is helping to continue the distrust which is 
likely to exist until some decisive event settles the issue once and for all. 
The best barometer of public confidence at home in the stability of 
gold payments will be the character of the receipts for customs duties. 
If these are again largely paid in gold, the question may be regarded 
as settled for the present in the judgment of the most watchful and 
conservative businessmen of the country. Until this comes about the 
country may expect to find any active recovery of industry postponed. 





NOTES 


THE FRENCH INCOME-TAX BILL OF 1895. 


THE recent struggles over the income-tax bill in France have 
afforded another striking example of the way in which economic 
necessities are subordinated to political prejudice. There can be no 
doubt that the income tax has not been discussed upon its merits. 
True, there has been much argument of the usual legislative sort, and 
the old ideas on the subject have been tolerably well threshed over. 
Perhaps the discussion has even resulted in throwing some new side 
lights upon subsidiary points. Few, however, have been influenced 
by considerations other than those of strict party allegiance. 

It is this “ political” character of the contest that has guided com- 
ment both in France and abroad. By a natural transference of ideas, 
the bill itself has been identified, in French minds, with its immediate 
supporters. The consequence has been that, so far, critics have to a 
great extent failed to appreciate the real situation. In most English 
and American comments on the new income tax, the bill has been dis- 
cussed almost solely as a socialistic project. 

Nevertheless, it is not difficult to understand how it is that the 
French income tax has everywhere come to be regarded as peculiarly 
the measure of the radical democracy. There have been many efforts 
to incorporate the principle of income taxation into the French fiscal 
system, and, most frequently, the question has been brought up in the 
course of a search for some means either of raising additional revenue 
or of introducing some order into the existing chaos of taxes. But, in 
whatever form the income-tax plan has made its appearance, it has 
uniformly been supported by the extreme democratic elements, and 
that with such exaggeration that the whole matter has fallen into bad 
odor. In the present instance, the fears of the bourgeois class have 
been more than ordinarily quickened by the progressive character of 
the tax. France has less than 200,000 contributors who receive 
incomes in excess of $2000 per annum, and as the schedule of rates 
had been so arranged that the tax would fall heaviest on precisely this 
class of contributors, there was more than the usual foundation for 
alarm on the ‘part of the wealthier classes. It is, thus, chiefly owing 
to its appeal to bourgeois prejudice that the tax has met the bitterest 
Opposition. 

The misapprehension of the character of the tax is the more to be 
regretted in view of the fact that the real origin of the measure is to 
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be found almost solely in fiscal necessities. Need of increased revenue 
and a desire to distribute more evenly the existing burdens (that these 
also may become more productive) are to be considered the sources of 
the income-tax agitation. The bewildering number of the customs 
duties and the height to which they have been raised show that 
nothing more can be expected from an aggravation of the tariffs. 
The system of haphazard direct taxes has apparently been carried to 
the extreme limit of practicability. An income tax seems to be the 
only, or, at all events, the most available, resource. 

This, of course, does not imply categorical approval of the most 
recent proposal. The attempt at progression in the rates of the tax 
was dangerous, especially if considered in the light of a historical 
predecent. Yet, even in this respect, there is some justification for 
the measure, notwithstanding the form in which it appeared. It 
will be recalled that the immediate occasion for bringing in an 
income-tax bill was a need for about six and a half millions of addi- 
tional revenue. It was proposed to substitute for the door and win- 
dow tax and for the contribution personnelle mobdiliere, whose united 
product would be about 150.5 millions of francs, an income tax 
estimated to yield 156.9 millions. Thus, not only would the new 
revenue be provided, but it would be possible to discontinue two 
corrupt and oppressive taxes especially galling to people of small 
means. In order to transfer this burden to the more favored classes 
by means of the income tax, it was designed to make a slight pro- 
gression in the rates which were, accordingly, to vary from 1 per cent. 
to 5 per cent. The tax was really a fiscal measure, and should in 
no wise be regarded as a differential imposition upon the propertied 
classes. The object was primarily budgetary and reformatory, not 
social. H. PaRKER WILLIS. 


RECENT PROGRESS OF SOCIAL-ANTHROPOLOGY. 


Tue distinguished German anthropologist and sociologist, Otto 
Ammon, has an article in the Maturwissenschaftliche Wochenschrift of 
May 17, which will be of interest to those who realize the importance 
for the whole range of the social sciences of recent comprehensive 
investigations into the character of population. 

The work of Ammon himself, together with that of De Lapouge, 
has not only brought statistical anthropology into close relation with 





NOTES 4il 


politics, economics, ethics, psychology, the interpretation of history, 
and especially sociology; but conversely it has also transformed the 
methods of anthropological investigation itself, enriching that science 
with new categories and distinctions, and with a multitude of new 
problems. Under the stimulus of their theories, anthropologists are 
led to consider the population not simply with reference to locality, 
but with reference to migration and displacement, stratification, special- 
ization of social function, and generally in relation to the factors of 
social selection. 

Under the caption, “ Progress of Anthropology and Social-Anthro- 
pology,” Ammon comments upon the investigations of Dr. Livi in 
Italy,’ Professor Oloriz, in Spain,? and De Lapouge, in France,’ upon 
articles by Fouillée,* Chalumeau,’ Dietlein,* Closson, and upon the 
forthcoming work of Dr. Ripley. Reference is also made to the earlier 
anthropological analysis of the French population by Collignon and 
others; of the Belgian, by Houzé; of the English, by Dr. Beddoe; of 
the Austrian, by Weisbach; of the Russian, by Professors Bogdanoff 
and Zograf, and of the Bavarian, by Ranke. 

The above list is sufficient to indicate that the anthropological 
character of present populations is exciting widespread interest, par- 
ticularly in its relation to sociological problems. The list is, however, 
by no means complete. To it might be added such anthropological 


monographs as Dr. Collingnon’s recent paper on the population of 
Southwestern France? —in which he gives in his adherence to the 
theories of De Lapouge and Ammon—as Dr. Beddoe’s Anthropological 
History of Europe? and as Dr. Ripley’s Ethnic Influences in Vital 
Statistics® There might be added also as works which, without using 


* Anthropometria militare, Parte I (Rome, 7896). This prodigious work rests upon 
the examination of over 299,000 soldiers. 

* Distribucion geograéfica del indice cefélico en Esphtia, deducida del Examen de 
8368 Varones adultos (Madrid, 1894). 

3 Les Sélections sociales (Paris, 1896). 

4 Revue de deux Mondes, 15 March and 15 October 1895. 

5 Influence dela Taille humaine sur la Formation des Classes sociales. Extrait des 
Pages d’ Histoire dédiés a M. le prof. Pierre Vaucher (Geneva, 1896). 

© Ueber Zahnwechsel und verwandte Fragen. Anatom. Anzeiger (1895), pp- 
354 et seg. 

7 Annales de Geographie, January 1896. 

8 Bristol, 1893. 

9 Publications of the American Statistical Society, March, 1896. 
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the technical methods of social anthropology, apply to social, ethical 
and historical problems the conception of social selection in its rela- 
tion to the permanent quality of population, the studies among others 
of Dr. Seeck,* Dr. von Hartman,’ Dr. Ziegler,’ Dr. Tille,* Nietzsche, 
Dr. Haycraft,> Spencer,° Professor Bradley,’ Dr. Warner,’ and Dr. 
Giddings.’ 

The interest of the present article, aside from its special criticisms 
of the individual works, centers in the question in what degree the law 
of Ammon (the greater mobility of the dolichocephalic-blond element, 
as compared with the brachycephalic element) is applicable to popula- 
ticns different from that in which its operation was first observed. It 
appears to be verified, either directly or by implication, in various parts 
of France, and in Switzerland, and there is some evidence in its favor 
as regards migration from central Europe to America. It is doubtful 
whether in England, where the brachycephalic element is insignificant, 
the migrants would appear more dolichocephalic than the stationary 
population. In Italy and Spain the dolichocephalic blond, as might be 
supposed, appears to be the most progressive and migratory element 
of the population ; the dark, short dolichocephalic (the Mediterranean 
type) appears the least migratory and enterprising of all, the brachy- 
cephalic element thus occupying an intermediate place in the hierarchy 
of races. Under this interpretation the great works of Livi and Oloriz 
offer the basis for a more comprehensive and more intimate analysis of 
displacement, social stratification, and selection. 

CarLos C. CLosson. 


* Geschichte des Untergangs der antiken Welt. Teil I (Berlin, 1895). 

2? Die sozialen Kernfragen (Leipzig, 1894). 

3 Die Naturwissenschaft und die Sozialdemocratie (Stuttgart, 1893). 

4 Von Darwin bis Nietzsche: ein Buch Entwicklungsethik (Leipzig, 1895). 

3 Darwinism and Race Progress (London, i894). 

®Especially in Principles of Ethics, vol. ii (1893). 

7? International Journal of Ethics. 

5 American Charities (New York, 1894), ch. v, “Charity as a Factor in Human 


Selection.” 
9“ The Ethics of Social Progress,” Philanthropy and Social Progress, New York, 


1893. 








APPENDIX. 
TABLES RELATING TO TRANSPORTATION ON THE GREAT LAKES. 


TABLE I. 


TONNAGE BELONGING TO THE NORTHERN LAKES. 





Sailing Vessels Steam Vessels Barges Total 





Tons . Tons b " Tons 





138,000 74,000 215,000 
257,689 q 125,620 383,309 
264,609 142,973 435,151 
304,932 31 | 212,045 557,943 
306,436 260,115 3 608,004 
313,652 292,257 648,814 
310,454 304,642 658,671 
3| 307,733 322,456 664,488 
313,129 335,859 679,978 
282,319 381,908 690,359 
315,079 5 | 390,398 84 727,235 
314,765 : 480,138 78 813,097 
325,083 575,307 44 907,664 
328,656 652,923 54 3 3| 995,489 
325,131 736,752 62 1,082,355 
319,617 3 763,063 69 ‘ 1,108,002 
317,789 828,702 82 37,73 1,184,223 
302,985 31 | 843,240 85 | 39,215 1,185,440 
300,642 857,735 81 | 39,008 1,197,385 





























* Andrew's Report on Colonial and Lake Trade (1852), 32d Congress, 2d Session, 
House Executive Document No. 136, p. 49. 


Internal Commerce of the United States (1891), p. x. 
3 Lbid., p. xii. 
4 Report of the Commissioner of Navigation (1892), p. 203. 
5 Ibid. (1893), p. 141. 
* Jbid. (1894), p. 276. 
7 Ibid. (1895), p. 313. 
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TABLE II. 
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FREIGHT RATES ON WHEAT (PER BUSHEL) BY LAKE FROM 
CHICAGO TO BUFFALO. 
® I 2 
Year =| & Year “Ea” | 

ia: ane tiem aba | eee OCTET ee 3-72 3.502 
eee es a eer Serer rere 3.07 3.027 
Se 7 eer a eo rere 
reer eee ee Essenccess a ree OO. Maeeeetans 
SE ee ee ee ree Seer 
DR ida nessaeticaden 10.49 10.234 eee Be Dectsueees 
| RSet 7.51 5.175 Micscenes eee pS a Ree ee 
| eee 9.58 6.160 Eee Ee Beasmouses 
| eee 9.78 4-523 isiknessaceen ap RE Ree 
Eee 12.34 8.808 icindcxi ae kae uses Oe icieeauerns 
scencten ana 6.67 4-995 LECCE OOS Recnmmacee 
6 cdedas Guuened 7.14 5.155 eee gy Sears 
Ae 6.81 5.022 | ee i ee 
rere 5.88 4.847 Diicasnescuns "2 eer 
BS. cae ddmwkanaes 7.62 6.883 | RSA Re Rice kennniie 
rer ree 11.46 10.504 a caécarcree acute i ewe dkedees 
SR Scorer 7.62 6.761 | ree i eaeerye 
ee 4.03 3.617 sctaceccesiwe CE fiisccccwss 
_ ae. 3-42 3.040 ee ee a 2 iternsiaas 
_ eerererrer 2.90 2.570 























* The rates were obtained from the Reports of the New York Produce Exchange. 


2In converting currency prices into gold I have used the value of gold in currency 
as given for January of each year in the American Almanac for 1878. 


3The rate for 1895 was kindly furnished me in advance of publication by Mr. 
Brown, statistician of the New York Produce Exchange. 














FREIGHT RATES 
FROM MARQUETTE, MICHIGAN, TO LAKE ERIE PORTS. 
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TABLE III. 


BY LAKE VESSEL ON IRON 


ORE PER LONG TON 











Year Rate? Sees . Year Rate pe 
ETC TT: ee re $3.00 |. csccece Ri cee ckowes $1.25to$2.20 | $1.50 
| CCRC TLE, Oe eee LE ae were 1.25 “ 2.00 1.40 
ST re & BA00 00 2:90 | .<0s 0608 Sree 1.00 “ 1.50 1.30 
RC ee et eee PR RPES Tee 1.25 “ 3.00 1.40 
| REPEC Se BAD bi ckcsccs CS 6:665:64:5000 2.00 “ 2.75 2.75 
I 2:645-4-040005m SOD * 3.60 | .0 20000 RL eee 2.00 “ 2.30 2.45 
ere Se BP Vinss wees Seer 1.25 “ 2.00 1.75 
WRictisvedceda S60 * 480 |..06-cavs ee eee 3.90 * 2.95 1.20 
nn OTC S06 ™ SOO Focice cans ER 1.00 1.35 
_, OURO TT Tor eT oe ere Maa dacdvdwa 1.40 1.05 
oe ee ree ee Ge Beckaccus See 1.75 1.20 
Ee S0R © OO fisiccces Se ciacaa nue ae 2.15 1.63 
Pcs enwcasas Se SE Viace'ssss 1888. r.20 * £75 1.15 
CEOS ie 8 eee Eee Te go “ 1.25 1.00 
Wisc Saaaseus SOE * BEE Cos iarcees eS eee s.4a6 * 2.90 1.25 
Pe icckncas wxke ee MD Venice ivan | POTS) ree er Tt te -90 
1872. ee Lised. need EEF Se eee 1.15 
Wises’ sdaacmas ee OD fecsceeas | Ae rrr rerry 1.00 
TOR ee Se SD lesieisces inna ds dc cabatag ens ceden .80 
eae he” ree BNNs 6050 i vmaubneiaawenanene 75 























* Mineral Resources of the United States (1889-90), pp. 27-31. 


? These rates were prepared by the Marine Review of Cleveland, Ohio. 
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TABLE IV. 


FREIGHT CHARGES PER TON PER MILE ON EIGHTEEN TRUNK 


RAILROADS OF THE UNITED STATES." 











Number | Number 


Currency 3 of ene ae ed of Roads 


Averaged Averaged 


1.505 1.4 18 
+379 1.3 18 
244 
.292 
215 
-190 
-188 
.087 
.022 
988 
971 
924 
884 
-868 
-799 
.800 




















oa ReaaM—. MoM oi i mm i <i <) 
Ss. s = Tre r © 














* The following railroads form the list: New York Central; Pennsylvania; New 
York, Lake Erie and Western; Boston and Albany; Philadelphia and Erie; Lake 
Shore and Michigan Southern; Michigan Central; Chicago, Burlington and Quincy; 
Chicago and Northwestern; Chicago, Milwaukee and St. Paul; St. Louis, Iron 
Mountain and Southern; Chicago, Rock Island and Pacific; Illinois Central ; Chicago 
and Alton; Pittsburg, Fort Wayne and Chicago; Chesapeake and Ohio; Maine 
Central, and the Mobile and Ohio. 

The number of roads which helped to form the average is given in each case. 

Down to 1871 the charges of the various roads were obtained from part 1, p. 615, 
of Senate Report on Wholesale Prices, Wages, and Transporiation, from which the 
averages have been here computed. 

2 Internal Commerce of the United States (1891), p. xlv. 

3 Statistical Abstract (1892), p. 278. 


4 Jbid. (1894), p. 362. 
5 For the year 1894 the charges of the various roads were obtained from Poor’s 
Manual of Railroads (1895), from which the average has been computed. 





